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ITEM 1. BUSINESS
Background

As used in this report, except where the conteditates otherwise, the terms “Moody’s” or “Compamgfer to Moody’s Corporation and its
subsidiaries. The Company’s executive offices acatied at 99 Church Street, New York, NY 10007 istelephone number is (212) 553-
0300.

Prior to September 30, 2000, the Company operatéi of The Dun & Bradstreet Corporation (“Old B& On September 8, 2000, the
Board of Directors of Old D&B approved a plan tpagte into two publicly traded companies — the Gany and The New D&B Corporation
(“New D&B”). On September 30, 2000, the (“Distriint Date”), Old D&B distributed to its shareholdeidsof the outstanding shares of New
D&B common stock (the “2000 Distribution™). In coaction with the 2000 Distribution, Old D&B changigsl name to Moody’s Corporation.

New D&B is the accounting successor to Old D&B, efhivas incorporated under the laws of the Staf@etdware on April 8, 1998. Old D&
began operating as an independent publicly-ownegbcation on July 1, 1998 as a result of its Junel®98 spin-off (the “1998 Distribution”)
from the corporation now known as “R.H. Donnelleyr@oration” and previously known as “The Dun & Bsaeet

Corporation” (“Donnelley”). Old D&B became the acetding successor to Donnelley at the time of th@81Bistribution.

Prior to the 1998 Distribution, Donnelley was tlaggnt holding company for subsidiaries then engagéae businesses currently conducte
New D&B, Moody's and Donnelley. Prior to November 1, 1996, ibalgas the parent holding company of subsidiarieslaoting business
under the names Cognizant Corporation (“Cognizaantt) ACNielsen Corporation (“ACNielsen”). On thattel Donnelley effected a spaif of
the capital stock of Cognizant and ACNielsen testteckholders (the “1996 Distribution”). Cognizauntbsequently changed its name to Nielsen
Media Research, Inc. in connection with its 1998-syf of the capital stock of IMS Health Incorpted (“IMS Health”).

For purposes of governing certain ongoing relatiqps between the Company and New D&B after the 2DB&ibution and to provide for an
orderly transition, the Company and New D&B enteregd various agreements including a Distributiogréement, Tax Allocation Agreeme
Employee Benefits Agreement, Shared Transactioni@e Agreement, Insurance and Risk Managemenicg@snAgreement, Data Services
Agreement and Transition Services Agreement.

Detailed descriptions of the 1996, 1998 and 20Crbutions are contained in the Company’s 200Qahreport on Form 10-K, filed on
March 15, 2001.

The Company

Moody'’s is a provider of credit ratings, researol analysis covering debt instruments and secsiii¢he global capital markets and a
provider of quantitative credit assessment seryiceslit training services and credit process safénto banks and other financial institutions.
Founded in 1900, Moody’s employs approximately @,@8ople worldwide. Moody’s maintains offices in d@untries and has expanded into
developing markets through joint ventures or &ffiin agreements with local rating agencies. Mosdy'stomers include a wide range of
corporate and governmental issuers of securitiege#isas institutional investors, depositors, cted, investment banks, commercial banks,
other financial intermediaries. Moody'’s is not degent on a single customer or a few customers, thatha loss of any one would have a
material adverse effect on its business.

Moody’s operates in two reportable segments: Mosdiyestors Service and Moody’s KMV.

Moody'’s Investors Service publishes rating opinionsa broad range of credit obligations issuedoimeistic and international markets,
including various corporate and governmental obidges, structured finance securities and commepagker programs. It also publishes
investor-oriented credit research, including inttie@search on major debt issuers, industry studpescial comments and credit opinion
handbooks. Moody'’s credit ratings and research imsipstors analyze the credit risks associated fix#d-income securities. Such indepenc
credit ratings and research also contribute taiefficies in markets for fixed-income and othergddiions, such as insurance policies and
derivative transactions, by providing credible amdkpendent assessments of credit risk. Moody’siges ratings and credit research on
governmental and commercial entities in approxityat80 countries. Moody’s
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global and increasingly diverse services are desida increase market efficiency and may redugeséretion costs. At the end of 2002,
Moody’s had provided credit ratings and analysisrare than $30 trillion in debt, covering approxteig 136,000 securities, with more than
6,000 corporate relationships, including industeiadporations, financial institutions, governmergatities and structured finance issuers and
over 67,000 public finance obligations issued | thS. market Ratings are disseminated via press releases fauthiee through a variety of
print and electronic media, including the Interart real-time information systems widely used lgusiéies traders and investors.

In addition to credit rating services for issudfimody’s provides research services that are utilizedhsytiutional investors and other credit
capital market professionals. Clients of theseiseswrepresent more than 3,000 institutions wordigywivith over 20,000 registered users
globally. Moody’s offers a wide range of researcbducts and services, covering various segmertteeadebt capital markets. While research,
analysis and data are delivered through a numbehnarinels, most of Moody’s clients use the Compamgbsite, www.moodys.com, for
access to such services in a real-time environment.

The Moody’s KMV business consists of the combinadibesses of KMV LLC and KMV Corporation (“KMV”),cguired in April 2002, and
Moody’s Risk Management Services. Moody’s KMV ipravider of market-based quantitative servicedfmrks and investors in credit-
sensitive assets, and serves over 1,500 clientsitipggin 60 countries, including most of the weésld00 largest financial institutions. Moody’s
KMV’s quantitative models estimate the probabilifydefault for over 25,000 publicly traded firm®bally, updated daily. In addition,
Moody’s KMV’s RiskCalc™ models extend the availability of these probaleiitio privately held firms in many of the worldso@omies.
Moody’s KMV also offers services to value and imyedhe performance of credit-sensitive portfoli@gher services include credit training
and software products to assist financial institegiin commercial lending activities.

Prospects for Growth

Over the past decade, global public and privatedfiincome markets have grown significantly in tepheutstanding principal amount and
types of securities. While there is potential feripdic cyclical disruption in these developmeMsody’s believes that the overall trend and
outlook remain favorable for the continued growtltapital market activity worldwide. In additiomet securities being issued in the global
fixed-income markets are becoming more complex. d§toexpects that these trends will provide corgohlong-term demand for high-
quality, independent credit opinions. These phenmarage especially apparent in Europe, where ecanand monetary union is driving
increased use of public fixed-income markets fapocate financing activities.

Technology, such as the Internet, makes informatlmout investment alternatives widely availabl@tighout the world. This technology
facilitates issuers’ ability to place securitiegside their national markets and investors’ capaaitobtain information about securities issued
outside their national markets. Issuers and invesice also more readily able to obtain informatibout new financing techniques and new
types of securities that they may wish to purchtassell, many of which may be unfamiliar to therhisravailability of information promotes
worldwide financial markets and a greater neecfedible and globally comparable credit ratings.aAgsult, a number of new capital markets
have emerged. In addition, more issuers and inkesai@ accessing traditional capital markets.

Another trend that is increasing the size of theldvoapital markets is the ongoing disintermediaid financial systems. Issuers are
increasingly financing in the global public capitaérkets, in addition to, or in substitution fogditional financial intermediaries. Moreover,
financial intermediaries are selling assets ingladal public capital markets, in addition to ostead of retaining those assets. Structured
finance securities markets for many types of adseie developed in many countries and are coninigptiv these trends.

The complexity of capital market instruments iajsowing. Consequently, assessing the creditaigtuch instruments becomes more of a
challenge for financial intermediaries and assatagars. In the credit markets, reliable third-pastyngs increasingly supplement or substitute
for traditional in-house research as the geogragptope and complexity of financial markets grow.

Rating fees paid by debt issuers account for mioteorevenue of Moody's Investors Service. Themfa substantial portion of Moody’s
revenue is dependent upon the volume and numhehifsecurities issued in the global capital mackdbody’s is therefore affected by the
performance of, and the prospects for, the majotdveconomies and by the fiscal and monetary pedigiursued by their governments.
However, annual fee arrangements with frequent idsbers, and annual fees from commercial papenatium-term note programs, bank
and insurance company financial strength ratingguai fund ratings, subscription-based
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research and other areas are less dependentiodependent of, the volume or number of debt sdearissued in the global capital markets.

Moody’s operations are also subject to varioustigally related risks inherent in carrying on biese internationally. Such risks include
currency fluctuations and possible nationalizatexpropriation, exchange and price controls, chamgéhe availability of data from public
sector sources, limits on providing informationaas borders or other restrictive governmental astiManagement believes that the risks of
nationalization or expropriation are reduced beedahe Company’s basic service is the creation @skrchination of information, rather than
the production of products that require manufaotyifacilities or the use of natural resources.

Growth in Moody’s KMV is expected from increasindogtion of quantitative credit management techréduefinancial institutions globally
and by corporations managing trade receivablese&sed use of credit models is expected undeottiecbming revised international bank
regulatory regime, known as “Basel II". Moody’s KMAIso expects to introduce new products.

Competition

The Moody’s Investors Service business competds atiter credit rating agencies and with investniemks and brokerage firms that offer
credit opinions and research. Institutional inveseiso have in-house credit research capabilMlesdy’s largest competitor in the global
credit rating business is Standard & Poor’s Criftditket Services (“S&P”), a division of The McGrawH-Companies, Inc. There are some
rating markets, based on industry, geography arnd#étmument type, in which Moody’s has made invesita and obtained market positions
superior to S&P’s. In other markets the reverdeuis.

Another rating agency competitor of Moody’s is Rita subsidiary of Fimalac S.A. Although Moody'sle®&P are each larger than Fitch,
competition is expected to increase. One or modéiadal significant rating agencies also may eredérgthe United States if the Securities .
Exchange Commission (“SEC”) expands the numberatfddally Recognized Statistical Rating Organizagi¢‘NRSRQO”). In February 2003,
the SEC designated Dominion Bond Rating Service, &t Canada a NRSRO. Competition may also emeoge hiche companies that prov
ratings for particular types of financial produotsssuers (such as A.M. Best Company in the imstgdndustry) and in developed markets
outside the United States over the next few ydarsgxample, in response to the growth in the Eeampcapital markets, and in developing
markets. Such rating agencies may receive supgmort focal governments or other institutions.

Over the last decade, additional rating agencige baen established, primarily in emerging marketbas a result of local capital market
regulation. Regulators worldwide have perceived ¢thedit ratings can further regulatory objectif@sthe development of public fixed-income
securities markets. The result of such regulatotividy has been the creation of a number of prilparational rating agencies in various
countries. Certain of these regulatory efforts haye the unintended effect of producing less cfeditings over time. Attempts to standar
ratings systems or criteria may make all ratingeys and agencies appear undifferentiated, obgruanations in the quality of the ratings
providers. In addition, since Moody’s believes thaine of its most significant challenges and opputies will arise outside the United States,
it will have to compete with rating agencies thatynmave a stronger local presence or a longer tipgiaistory in those markets.

Financial regulators are reviewing their approachupervision and are seeking comments on changhs global regulatory framework. Ba
regulators, under the oversight of the Basel Cotamidbn Banking Supervision, have proposed usingaefrisk assessments as the basis for
minimum capital requirements. The proposed StariglddApproach relies on rating agency opinions evtiie Internal Ratings Based
Approach relies on systems and processes mainthingdte regulated bank. The increased regulatays®n credit risk presents both
opportunities and challenges for Moody’s. Globahdad for credit ratings and risk management sesuicay rise, but regulatory actions may
result in a greater number of rating agencies aratiditional regulation of Moody’s and its competit. Alternatively, banking or securities
market regulators could seek to reduce the usatiofgs in regulations, thereby reducing certaimelets of demand for ratings, or otherwise
seek to control the analysis or business of radggncies.

Credit rating agencies such as Moody’s also compéteother means of managing credit risk, suchragit insurance. Competitors that
develop quantitative methodologies for assessiaditrisk also may pose a competitive threat to tMos

Moody’s KMV’s main competitors for quantitative nseaes of default risk include the RiskMetrics Grp8g.P, CreditSight, R&I's Financial
Technology Institute (in Japan), and other smaMgrdors. In the area of portfolio modeling for dtegnsitive assets,
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Moody’s KMV's primary competitor is the RiskMetri€aroup. Other firms may compete in the future. Ba##, a privately held company, is
Moody’s KMV’s main competitor in the software matke assist banks in their commercial lending ati¢is. Moody’s KMV'’s training
products have two main competitors: Omega Perfoceaam privately held firm; and Risk Management Asastion (formerly Robert Morris
Associates), a trade association serving the fiaheervices industry. In addition, Moody’s KMV c@mtes with niche training organizations.

Moody’s Strategy
Moody’s intends to focus on the following opportigs.

Expansion in Financial Centers. Moody’s servesttstomers through its global network of offices &ndiness affiliations. Moody’s currently
maintains full-service rating and marketing openasiin global financial centers such as Frankfdoing Kong, London, Madrid, Milan, New
York, Paris, Singapore and Tokyo. Moody’s expelt its global network will position it to benefiom the expansion of worldwide capital
markets and thereby increase revenue. Moody’sepects that the growth of its Moody’s Investorsv@e business as a consequence of
financial market integration under the European dtary Union will continue. Moody’s expects to conte its expansion into developing
markets either directly or through joint ventures.

New Rating Products. Moo’s is pursuing numerous initiatives to expand dreatings from public fixed-income securities mask® other
sectors with credit risk exposures. As the loan camital markets converge, Moody’s expects to comtito expand its rating coverage of bank
loans and project finance loans and securities.dyi@chas a committed effort to extend its credin@m franchise to the global bank
counterparty universe through ratings of emergirgk®t banks, including bank financial strengthnggi. Insurance financial strength rating
the property and casualty, reinsurance, and Igar@ance markets represent additional growth oppities. Moody’s has also introduced issuer
ratings for corporations not active in the debtkets. For company ratings, Moody’s seeks to coetitouadd value by providing greater scope
and depth of analysis of issues related to compeggitworthiness, including enhanced liquidity aadgh flow analysis, and evaluation of
accounting, corporate governance and risk transteressues. Moody’s has also introduced mutual fodides and style-based analytical tools
to assist in evaluating fund portfolio charactéestnd their performance.

Additional Opportunities in Securitization. The agfaging of financial assets has had a profoureteéin the fixed-income markets. New
patterns of securitization are expected to emergled next decade. Although the bulk of assetsrigemd in the past five years have been
consumer assets owned by banks, commercial assptineipally commercial mortgages, term receivalaled corporate obligations — are
now increasingly being securitized. Securitizati@s evolved into a strategic corporate financeitodlorth America, Europe and Japan, and is
evolving elsewhere internationally. Ongoing glotavelopment of non-traditional financial instrumserguch as derivatives, future flow
securities, hybrids, credit-linked bonds and cabgdte bonds should continue to support growth. M&olas introduced new services enabling
investors to monitor the performance of their inm@nts in structured finance, covering asset-bafkatice, commercial mortgage finance,
residential mortgage finance and credit derivatives

Internet-Enhanced Products and Services. Moodgpanding its use of the Internet and other edeatrmedia to enhance client service.
Moody’s web site provides the public with instaotess to ratings, and provides subscribers wittlittresearch. Internet delivery also enables
Moody’s to provide services to more individualshirit a client organization than paper-based prodamtito offer higher-value services
because of more timely delivery. Moody’s expectd #iccess to these applications will increase tclisa of Moody’s services. Moody’s
expects to continue to invest in electronic mediaapitalize on these and other opportunities.

Expansion of Credit Research Products and Invedtimalytic Tools. Moody's plans to continue to erplts research and analytic products
by producing additional products through interredelopment and by acquiring products. Recent ihita that have been well-received by
clients include new services providing analysisiefault rates and default probabilities and on-fanglities for retrieving current rating
information on demand. Moody’s plans to develowises for other financial markets, such as creeliadlt swaps and equity. Finally, the
Company is improving its capability to deliver fessearch to new customer segments by creating tagreted and customized research
offerings and by licensing Moody’s credit analyaigl research for re-distribution by third party\pders.

New Quantitative Credit Assessment Services. M’s will continue to provide banks and other finaldnstitutions with quantitative credit
assessment services. Moody’s believes that thdréevincreased demand for such services becaegeetiable customers trading or holding
credit-sensitive assets to produce better perfocamatlso recent proposals by international bankiliegry authorities to recognize banks’
internal credit risk management systems for th@pse of determining regulatory capital
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will encourage adoption of such services. Moa®/so expects to provide extensions to existimgices and new services, such as valuatio
credit-sensitive assets.

Regulation

Moody’s Investors Service registers as an investradwiser under the Investment Advisers Act of 1%0amended. Moody’s has been
designated as a NRSRO by the SEC. The SEC firdiedhe NRSRO designation in 1975 to agencies wihosdit ratings could be used by
broker-dealers for purposes of determining theircapital requirements. Since that time, Congregssdrtain mortgage-related legislation), the
SEC (in its regulations under the Securities Act @83, as amended, the Securities Exchange AQ34,las amended and the Investment
Company Act of 1940, as amended) and other govertahand private bodies have used the ratings RBs to distinguish between, amc
other things, “investment grade” and “non-investtrgmade” securities.

Recently, there has been discussion in the U.&rdety the potential need for greater regulatioareflit rating agencies. In October 2002, the
staff of the Senate Committee on Governmental Adfaisued a report that recommended changes inr&gtCation of rating agencies. In
January 2003, the SEC released a report on thanoléunction of credit rating agencies in the afien of the securities markets. The report
considers a number of issues that the SEC wasregbjid examine under the Sarbanes-Oxley Act of 20@Pother issues arising from a SEC-
initiated review of credit rating agencies. Moresifically, the SEC identified five broad areastttiaserve further examination:

. Information Flow Between Issuers and Rating Ageheied Rating Agencies and Invest
. Managing Potential Conflicts of Intere

. Alleged Anticompetitive or Unfair Practict

. Reducing Potential Regulatory Barriers to Et

. The Need for Greater Regulatory Oversi

In the report, the SEC stated that it intends toliph a concept release in early 2003 to soliaihemnts on a number of issues affecting the
and operation of credit rating agencies and expbetgafter to propose rules in response to thoserents. Subsequent to releasing its report,
in February 2003 the SEC designated Dominion BoatihB Service, Ltd. of Canada a NRSRO. At preddiopdy’s is unable to assess the
nature and effect of any regulatory changes thatmasult from the SEC’s ongoing review.

Moody’s is also subject to regulation in certaimfd.S. jurisdictions in which it operates. In camtaountries, governments may provide
financial or other support to local-based ratingragies. In addition, governments may from timdrteetestablish official rating agencies or
credit ratings criteria or procedures for evalugtiocal issuers.

Implementation guidelines proposed by the Commitfeeuropean Securities Regulators under the Eam@®mmission’s Market Abuse
Directive are applicable to many participants iea BEuropean capital markets, including credit ratiggncies. Depending on the form in which
they are ultimately adopted, such implementatiodgjines may increase Moody’s cost of doing busrie€urope and the legal risk
associated with such business.

The Basel Committee on Banking Supervision is miagaa new capital adequacy framework to replaeefthmework adopted in 1998. Under
this framework as now proposed, ratings assignea ¢ngdit rating agency would be an alternativelalke to certain banks to determine the
risk weights for many of their credit exposurese Basel Committee’s proposal would institutionaliagngs of certain rating agencies as an
alternative in the credit measurement processegerhationally active financial institutions analgect rating agencies to a broader range of
oversight. Because the content of the proposadtiyet finalized, Moody’s cannot predict at thimé the final form of any such regulation.
However, Moody’s does not believe that this propdéadopted in its present form, would materiadlffect Moody’s Investors Service’s
financial position, its results of operations o thanner in which it conducts its business.

Other legislation and regulation relating to credting and research services has been considemradime to time by local, national and
multinational bodies and is likely to be consideirethe future. If enacted, any such legislatiod eggulation could significantly change the
competitive landscape in which Moody’s operatesndgement of Moody’s cannot predict whether thesengrother proposals will be enacted
or the ultimate impact on the competitive positifimancial position or results of operations of Migts.
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Intellectual Property

Moody’s owns and controls a variety of trade serednfidential information, trademarks, trade ngntepyrights, patents and other
intellectual property rights that, in the aggregare of material importance to Moody’s businesanibement of Moodg’believes that each
the “Moody’s”, “Moody’s KMV” and “KMV” name and redted names, marks and logos are of material impoetto Moody’s. Moody's is
licensed to use certain technology and other etallal property rights owned and controlled by thand, similarly, other companies are
licensed to use certain technology and other edallal property rights owned and controlled by MgedMoody’s considers its trademarks,
service marks, databases, software and otherdoted! property to be proprietary, and Moody’se®lbon a combination of copyright,
trademark, trade secret, patent, non-disclosurecanttact safeguards for protection. In 2002 Mosdgirmed a new subsidiary, MIS Quality
Management Corp., to own, manage, protect, anddie¢he trademarks of Moody’s and its affiliates.

The names of Moody’s products and services refdodeerein are trademarks, service marks or regidteademarks or service marks owned
by or licensed to Moody’s or one or more of itssdlaries.

Employees
As of December 31, 2002, the number of full-timeigglent employees of Moody’s was approximately0D,1
Available Information

Moody’s investor relations Internet website is Httpmoodys.com/. Under the “SEC Filings” tab listwebsite, the Company makes available
free of charge its annual reports on Form 10-Kytguly reports on Form 10-Q, current reports omnfr8#K and amendments to those report
soon as reasonably practicable after they are Wit the SEC.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Name, Age and Positior

Biographical Data

John Rutherfurd, Jr., €
President and Chief Executive Officer

Jeanne M. Dering, 4
Senior Vice President and Chief Financial Officer

John J. Goggins, 4
Senior Vice President and General Counsel

Raymond W. McDaniel, Jr., 4
Senior Vice President, Moody’s Corporation and
President, Moody'’s Investors Service, Inc.

Mr. Rutherfurd has served as the Comy's

President and Chief Executive Officer since
October 1, 2000 and has been a member of the Board
of Directors since May 30, 2000. Mr. Rutherfurd
served as President of Moody’s Investors Service,
Inc. from January 1998 until November 2001. Prior
thereto, he was the Chief Administrative Officeorfr
1996 until January 1998. Mr. Rutherfurd also served
as Managing Director of Moods’Holdings Inc. fron
1995 until 1996, and served as President of
Interactive Data Corporation (“IDC"), a wholly
owned subsidiary of Old D&B, from 1985 to 1989
and from 1990 until IDC was sold by Old D&B in
September 1995. Mr. Rutherfurd is also a direcfor o
the National Association of Securities Dealers, Inc
and ICRA Limited, a credit rating agency in Inc

Ms. Dering has served as the Com[’'s Senior Vice
President and Chief Financial Officer since
October 1, 2000. Ms. Dering joined Moody’s
Investors Service, Inc., in 1997 as Managing Doe
Finance Officer, and became its Chief Financial
Officer in 1998. Prior thereto, she spent over éary
at Old D&B in a number of financial management
positions, including Director of Budgets & Finaricia
Analysis and Director of Financial Planning —
Acquisitions and New Business Developmi

Mr. Goggins has served as the Comyf’'s Seniol

Vice President and General Counsel since October 1,
2000. Mr. Goggins joined Moodg’Investors Servic
Inc., in February 1999 as Vice President and
Associate General Counsel and became General
Counsel in 2000. Prior thereto, he served as coai
Dow Jones & Company from 1995 to 1999, where he
was responsible for securities, acquisitions and
general corporate matters. Prior to Dow Jones, ds

an associate at Cadwalader, Wickersham, & Taft
1985 to 1995, where he specialized in mergers and
acquisitions

Mr. McDaniel has served as President of MC's
Investors Service, Inc. since November 2001, arsd ha
been a Senior Vice President of the Company since
October 1, 2000. Mr. McDaniel also served as Senior
Managing Director, Global Ratings and Research, of
Moody’s Investors Service, Inc., from November
2000 until November 2001. Prior thereto, he had
served as Managing Director, International, since
1996 and served as Managing Director, Europe, from
1993 until 1996. He also served as Associate Dire

in Moody’s Structured Finance Group from 1989

until 1993, and as Senior Analyst in the Mortgage
Securitization Group from 1988 to 19¢
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Chester V. A. Murray, 4 Mr. Murray has served as the Comp’s Senior Vice
Senior Vice President and Chief Human President and Chief Human Resources Officer since
Resources Officer October 2002. Mr. Murray served as Senior Managing

Director of Moody'’s Investors Service, Inc., from
November 2001 until October 2002; Group Manag
Director-Europe from 1996 until November 2001;
Managing Director of the Financial Institutions Gpo
from 1993 until 1996; and Associate Director of the
Financial Institutions Group from 1990 until 19%&
was a Senior Analyst for the Financial Institutions
Group from 1985 until 1990. Prior thereto, Mr. May
was a lending officer in the Latin American divisiof
Irving Trust Company from 1981 until 19¢

Douglas M. Woodham, 4 Mr. Woodham has served as the Comy's Seniol
Senior Vice President, Strategy, Corporate Vice President, Strategy, Corporate Development and
Development and Technology, Moody’s Technology since October 2001. In January 2003,
Corporation and President, Moody’s KMV Mr. Woodham was also appointed President, Moody’s

KMV. Prior to joining Moody’s, he served as
managing director for EFINANCEWORKS from 2000
to October 2001. Mr. Woodham was a partner, me
of the Operating Committee and east coast manag
the Business Technology Office at McKinsey &
Company from 1997 to 2000. He served as vice
president for Enron from 1994 to 1997 and was a
partner at McKinsey & Company from 1985 to 1994.
Mr. Woodham was an economist at the Federal
Reserve Bank of New York from 1982 to 19

ITEM 2. PROPERTIES

The executive offices of Moody'’s are located al@furch Street, New York, New York, in a 297,000-agufoot property owned by Moody’s.
Moody'’s operations are also conducted from 7 oth&:. offices and 21 nob-S. office locations, all of which are leased. 3&ether propertit
are geographically distributed to meet sales amdating requirements worldwide. These propertiegganerally considered to be both suitable
and adequate to meet current operating requiremmamdsvirtually all space is being utilized.

ITEM 3. LEGAL PROCEEDINGS

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that a@dantal to the Company’s business
including claims based on ratings assigned by Msodytanagement periodically assesses the Compédiapitities and contingencies in
connection with these matters, based upon the lafesmation available. For those matters wheeeghobable amount of loss can be
reasonably estimated, the Company believes itd@mwded appropriate reserves in the consolidateshfial statements. In other instances,
because of the uncertainties related to both thbgiie outcome and amount or range of loss, maramgesunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjussigsssments and estimates of such liabilities
accordingly.

The discussion of the litigation under the headirggacy Contingencies” under Item 7. “Managemebliscussion and Analysis of Financial
Condition and Results of Operations”, commencingagte 26 of this annual report on Form 10-K, i®iporated into this Item 3 by reference .

Based on its review of the latest information aafglié, in the opinion of management, the ultimatbility of the Company in connection with
pending legal and tax proceedings, claims andhlitim will not have a material adverse effect ondigs financial position, results of
operations or cash flows, subject to the contingesndescribed below and in Part Il, Item 7. “Mamagat’s Discussion and Analysis of
Financial Condition and Results of Operations - {@mencies”.

Moody’s Matters
L’'Association Francaise des Porteurs d’ Emprunts Rugs

On June 20, 2001 a summons was served in an dotoight by L’Association Francaise des PorteulSrdprunts Russes (“AFPER”) against
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, fea. In this
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suit, AFPER, a group of holders of bonds issuethkyRussian government prior to the 1917 BolshBékolution, makes claims against
Moody’s France SA and Standard & Poor’s SA for latkliligence and prudence in their ratings of Raussid Russian debt since 1996.
AFPER alleges that, by failing to take into accotiet post-Revolutionary repudiation of pre-Revalnsiry Czarist debt by the Soviet
government in rating Russia and new issues of Bosgebt beginning in 1996, the rating agenciesledahe Russian Federation to issue new
debt without repaying the old obligations of thea€igt government. Alleging joint and several lighjl AFPER seeks damages of Euro

2.8 billion (approximately U.S. $2.9 billion as B&cember 31, 2002) plus legal costs. Moody’s bebethe allegations lack legal or factual
merit and intends to vigorously contest the actésmsuch, no amount in respect of this matter le@nlaccrued in the financial statements of
the Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

During the fourth quarter of the fiscal year covkbg this annual report on Form 10-K, no matter sa#smitted to a vote of Security Holders.
PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED SHAREHOLDER MATTERS

Information in response to this Item is set fontlder the captions “Common Stock Information” andviBends”in Item 7 of this annual repc
on Form 10-K.

ITEM 6. SELECTED FINANCIAL DATA

The Company'’s selected consolidated financial datald be read in conjunction with ltem 7. “Managei's Discussion and Analysis of
Financial Condition and Results of Operations” grelMoody’s Corporation consolidated financial stagénts and notes thereto. In the opinion
of management, these financial statements inclideeessary adjustments for a fair presentatiosuch data in conformity with generally
accepted accounting principles.

The Company'’s consolidated financial statementpegsented as if the Company were a separate émtig}l periods presented. Through
September 30, 2000, the Distribution Date, Moo@xXpenses included allocations of costs from Old Ci&Bemployee benefits, centralized
services and other corporate overhead. Expensseddb these services were allocated to Moodyssedan utilization of specific services or,
where such an estimate could not be determineégdb@s Moody’s revenue in proportion to Old D&B’sabrevenue. Although management
believes these expense allocations are reasorhéjeare not necessarily indicative of the cosas would have been incurred if the Company
had performed or obtained these services as aatepartity. The allocations included in expensabénconsolidated statements of operations
were $13.3 million, $17.2 million, and $16.4 mitién 2000, 1999 and 1998, respectively. There wersuch allocations subsequent to the
Distribution Date. The financial data included hiemaay not necessarily reflect the results of ofiena and financial position of Moody'’s in
the future or what they would have been had it lzesaparate entity.
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Year Ended December 31

amounts in millions, except per share data 2002 2001 2000 1999 1998

Results of operationg®) )

Revenue $1,023. $796.% $602.% $564.2 $513.¢
Expense$? 485.; 398.: 313.¢ 293.¢ 288.¢
Operating incom 538.1 398.t 288.t 270.¢ 225.%
Non-operating (expense) income, 8t (20.7) (16.€) (4.5 8.t 12.¢
Income before provision for income tay 517. 381.¢ 284.( 278.¢ 237.¢
Provision for income taxe 228.t 169.7 125k 123.c 95.¢
Net income $ 288.¢ $212.2 $158.t $155.€ $142.(

| | | | |

Earnings per share(

Basic $ 1.8¢ $ 1.3 $ 0.9¢ $ 0.9¢ $ 0.8
Diluted $ 1.8: $ 1.32 $ 0.97 $ 0.9t $ 0.8
I | | | |

Weighted average shares outstandin
Basic 153.¢ 157.¢ 161.7 162.c 169.t
Diluted 157.t 160.z 163.( 164.: 171.5
| | | | |
Dividends declared per share $ 0.18( $0.18( $0.04¢ $ — $ —
I | | | |

As of December 31

2002 2001 2000 1999 1998
Balance sheet dat:
Total asset $ 630.¢ $505.¢ $ 398.2 $274.¢ $296.2
Long-term debt $ 300.( $ 300.( $ 300.( — —
Shareholder equity $(327.0) $(304.1) $(282.5) $(223.1) $(192.6)

1)

@)

®)

4)

The 1998 data above includes revenue of $18bménd operating income of $4.2 million relatedtie Financial Information Services
(“FIS™) business that was sold in July 1998. Inéddn non-operating (expense) income, net aregxesins on the sale of FIS of
$9.2 million ($0.03 per basic and diluted share}999 and $12.6 million ($0.04 per basic and ddwugkare) in 199¢

Expenses in 2002 include a grant of $6.0 milliorde# The Mood's Foundation, and Moo’s KMV charges as follows: acquisitit
related charges of $2.9 million principally for verioffs of software and acquired jmecess research and development; $1.6 milliorterd
to management transition; and $1.5 million reldtethe settlement of a patent licensing matter.g@ages in 2001 include $5.0 million for
severance, legal fees and other costs relatetefgahsettiement with the Department of JusticeQ $6illion related to charitable
contributions and initial funding for The Moody'®&ndation, which was formed in 2001; and $3.4 mnillfor the write-down of
investments in two Argentine rating agenc

Non-operating (expense) income, net in 2002, 2001 &0 tclude $23.5 million, $22.9 million and $5.8lian, respectively, of intere:
expense that principally related to the $300 millgd notes payable issued in October 2000. Theseiate were partially offset by intert
income on invested cash of $2.3 million, $6.5 milland $2.2 million in 2002, 2001 and 2000, respelst Interest expense and income
was immaterial in 1999 and 19¢

The 2002 results of operations include revenu®@t1 million, expenses of $42.8 million and aeming loss of $0.7 million related to
KMV, which was acquired in April 200:
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis of financial condim results of operations should be read in catipm with the Moody’s Corporation
consolidated financial statements and notes th@metoded elsewhere in this annual report on FodakK1

The Company

Except where otherwise indicated, the terms “Mostighd the “Company” refer to Moody’s Corporatiarddts subsidiaries. Moody’s is a
provider of credit ratings, research and analysiedng debt instruments and securities in the glohpital markets and a provider of
guantitative credit assessment services, credititigaservices and credit process software to bankisother financial institutions. Moody’s
operates in two reportable segments: Moody’s lrores$ervice and Moody’s KMV.

Moody'’s Investors Service publishes rating opinionsa broad range of credit obligations issuedoimeistic and international markets,
including various corporate and governmental obidges, structured finance securities and commepagker programs. It also publishes
investor-oriented credit research, includingdepth research on major issuers, industry studpesial comments and credit opinion handbao

The Moody’s KMV business consists of the combinadibesses of KMV LLC and KMV Corporation (“KMV”),cguired in April 2002, and
Moody’s Risk Management Services. Moody’s KMV deps and distributes quantitative credit assesssenices for banks and investors in
credit-sensitive assets, credit training services@edit process software.

Factors Affecting Comparability

The Company operated as part of The Dun & Brads@egporation (“Old D&B”) until September 30, 20Qhe “Distribution Date”), when

Old D&B separated into two publicly traded companie Moody’s Corporation and The New D&B Corporati®New D&B”). At that time,

Old D&B distributed to its shareholders shares efND&B stock. New D&B comprised the business of O&B’s Dun & Bradstreet
operating company (the “D&B Business”). The remainbusiness of Old D&B consisted solely of the bass of providing ratings and related
research and credit risk management services floedy’s Business”) and was renamed “Moody’s Corgiord. The method by which Old
D&B distributed to its shareholders its shares eWND&B stock is hereinafter referred to as the ‘@@stribution”.

In general, pursuant to the terms of the Distrilnuthgreement entered into at the Distribution Datlkassets and liabilities of the D&B
Business were allocated to New D&B and all assedsliabilities of the Moody’s Business were allahto Moody’s. The net indebtedness of
Old D&B at the Distribution Date was allocated elfjubetween the parties, before giving effect tataim adjustments.

The consolidated financial statements of Moody’spoeation reflect the financial position, resulfsoperations and cash flows of Moody’s as
if it were a separate entity for all periods présdnThe financial statements include allocatiohseotain Old D&B corporate headquarters
assets and liabilities that were transferred froich @&B at the Distribution Date, as well as alldoats of certain expenses for employee
benefits, centralized services and corporate owerlieat were provided by Old D&B for periods priorthe Distribution Date (see Note 1 to
Company’s consolidated financial statements, Dp8ori of Business and Basis of Presentation, fditechal information). The expense
allocations were based on utilization of specificvices or, where such an estimate could not bermdried, based on Moody'’s revenue in
proportion to Old D&B'’s total revenue. Although nzayement believes these expense allocations wesenalale, they are not necessarily
indicative of the costs that would have been irediif the Company had performed or obtained thesgces as a separate entity.

Critical Accounting Policies and Estimates

Moody’s discussion and analysis of its financiahdition and results of operations are based uperCttmpany’s consolidated financial
statements, which have been prepared in accordeitftaccounting principles generally accepted i thnited States. The preparation of these
financial statements requires Moody’s to make et and judgments that affect reported amourdsg#ts, liabilities and related disclosures
of contingent assets and liabilities at the dattheffinancial statements and revenue and expelsesy the reporting period. These estimates
are based on historical experience and on othengssns that are believed to be
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reasonable under the circumstances. On an ongagig,iMoody’s evaluates its estimates, includirggéhrelated to revenue recognition,
accounts receivable allowances, deferred tax assedsstributed earnings of non-U.S. subsidiamesitingencies, valuation of investments in
affiliates, long-lived and intangible assets, godidwension and other post-retirement benefits stodk-based compensation. Actual results
may differ from these estimates under differentaggtions or conditions. The following accountindigies are considered critical because
they are particularly dependent on managementgmaht about matters that are uncertain at the ttime@ccounting estimates are made.

Revenue Recognitio

In recognizing revenue related to ratings, Moodjses judgments to match billed revenue with sesvicée provided in the future. These
judgments are generally not dependent on the owdafrfuture uncertainties, but rather relate tocdting revenue across accounting peri
Moody’s monitors its ratings on issuers and theistanding securities. In cases where the Compaeyg dot charge ongoing annual fees or
other monitoring fees for a particular issuer, @@mpany defers portions of rating fees that wilkltteibuted to future monitoring activities and
recognizes such fees over the estimated monit@engds. At December 31, 2002 and 2001, deferregiee included approximately

$20 million and $15 million, respectively, relatedestimated deferred monitoring fees.

In addition, Moody’s estimates revenue for ratinfsommercial paper for which, in addition to agfikannual fee, issuers are billed quarterly
based on amounts outstanding. Related revenuersegteach quarter based on estimated amountsuditsg), and is billed subsequently w
actual data is available. At December 31, 200220@d, accounts receivable included approximateB/é#tlion and $18 million, respectively,
of accrued commercial paper revenue. Historic#itlg, Company has not had material differences betweeestimated revenue and the actual
billings.

Accounts Receivable Allowanc

Moody’s records as reductions of revenue provisfongstimated future adjustments to customernigi based on historical experience and
current conditions. Such provisions are reflecteddditions to the accounts receivable allowancgugiments to and write-offs of accounts
receivable are charged against the allowance. Me@aluates its estimates on a regular basis aigsadjustments to provision rates and
the accounts receivable allowance as consideresppate. In 2002, the Company reduced its prouisaies and allowance to reflect its
current estimate of the appropriate level of act®ueceivable allowance.

Deferred Tax Assets and Undistributed Earnings obh-U.S. Subsidiaries

In assessing the need for deferred tax asset i@ua@towances, Moody’s considers future taxabtmime and ongoing prudent and feasible tax
planning strategies. Based on these assessmentslyldas determined that it expects to be abtedbze in the future its deferred tax assets,
which totaled $38.6 million at December 31, 2008wdver, if Moody'’s profitability or other circumstees were to change adversely, the
Company could determine that it would not be ableetlize all or part of its deferred tax assethefuture. In such case, a valuation
allowance would be established and an increadeeitaix provision would result in the period suctedmination was made.

In addition, the Company has approximately $13iamilbf undistributed earnings of certain non-U.$sdiaries, for which no deferred taxes
have been provided. It is currently managementenition to permanently re-invest those earningbénsubsidiaries. If management’s
approach to re-investing those earnings changeddr earnings were distributed to the U.S., increaalexpense of approximately

$1.2 million for U.S. federal and foreign incomaea would be incurred.

Contingencies

Accounting for contingencies, including those nratescribed in the “Contingencies” section of thenagement’s discussion and analysis,
requires the use of judgment and estimates in sisgetheir magnitude and likely outcome. In mangesa the outcomes of such matters will be
determined by third parties, including governmentgludicial bodies. The provisions made in thesminated financial statements, as well as
the related disclosures, represent managesibest estimates of the current status of suctemsand their potential outcome based on a re

of the facts and in consultation with outside legalinsel where deemed appropriaénce the potential exposure on many of these rsatte
material, and it is possible that these mattersdce resolved in amounts that are greater thaCtmepany has reserved, their resolution could
have a material effect on Moody'’s future reportesutts and financial position. In addition, potehtiash outlays related to the resolution of
these exposures could be material.
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Investments in Affiliates, Lon-Lived and Intangible Assets and Goodwill

Moody’s assesses the impairment of its investmieraffiliates and long-lived assets whenever eventshanges in circumstances indicate that
the carrying value may not be recoverable. Goodaid indefinite-lived intangibles are tested fopairment annually or more frequently if
impairment indicators arise in accordance withetant of Financial Accounting Standards (“SFAS”). 142, ‘Goodwill and Other Intangib
Assets”. These evaluations require the use of judgras to the effects of external factors and mareditions on the Company’s conduct of
its operations, and they require the use of eséisigit projecting future operating results. If atiernal conditions or future operating results
differ from the Company’s judgments, impairmentrges may be necessary to reduce the carrying wéline subject assets. Based on its
assessment, in the fourth quarter of 2001, the @oampecorded a charge of $3.4 million (pre-taxvtde-down a portion of its equity
investment in two Argentine rating agencies.

Pension and Other Po-Retirement Benefits

Moody’s employee pension and other post-retirerbenefit costs and obligations are dependent omgstsans concerning the outcome of
future events and circumstances, including compemsmcreases, long-term return on pension plaetss health care cost trends, discount
rates and other factors. In determining such assanmg the Company consults with outside actuaaiesother advisors where deemed
appropriate. In accordance with relevant accourgtagdards, if actual results differ from the Comps assumptions, such differences are
deferred and amortized over the estimated futunkiwg life of the plan participants. While the Coamy believes that the assumptions used in
these calculations are reasonable, differencestirabexperience or changes in assumptions cotédtahe expenses and liabilities related to
the Company’s pension and other patrement benefits. Following is a discussionarhg significant assumptions that the Company mad
determining costs and obligations for pension aheropost-retirement benefits.

. Discount rate assumptions are based on curremtsygi high grade corporate l-term bonds
. Salary growth assumptions are based on the Cor’s lon¢-term actual experience and future outlc
. Health care cost trend assumptions are based tmribéd market data, the ne-term outlook and an assessment of likely -term trends

. Long-term return on pension plan assets is based oexihected future average annual return for eachmaaget class within the p’s
portfolio (which is principally comprised of equignd fixed-income investments), over a long-termzom. In 2003, for the purpose of
determining net periodic pension expense, the Comnpapects to use a return on plan assets assungitapproximately 8.5%, which
reflects return assumptions of approximately 9.8%efjuity investments and approximately 5.1% feedincome investments. The 2C
return assumption was reduced from 9.75% in 20facipally reflecting lower expected returns on gyginvestments due to market
weakness. This change in assumption will resudtninncrease in pension expense of approximateR/ illion in 2003.

Stock-Based Compensation

In 2002 and prior years, the Company elected ncgd¢ognize in its consolidated financial statementapensation expense related to empl
stock options, and instead disclosed the relatedggma net income and earnings per share effadtsei notes to its consolidated financial
statements. The stock option values that unddréieisclosures are based on a Black-Scholes opticimg model using assumptions and
estimates that the Company believes are reasortddeever, circumstances occurring subsequent tmisse of the options could cause the
actual value of the options to differ from thesgneates.

On January 1, 2003, the Company adopted, on agrbee basis, the fair value method of accountargstock-based compensation under the
provisions of SFAS No. 123, Accounting for Stock-Based Compensation”, as ametgeSFAS No. 148, “Accounting for Stock-Based
Compensation - Transition and Disclosure - an ammemd of FASB Statement No. 123”. Therefore, empéogt®ck options granted on and
after January 1, 2003 will be expensed by the Campaer the option vesting period, based on thenased fair value of the award on the ¢
of grant. In addition, shares issued to participamthe Company’s employee stock purchase pldrbe&iexpensed by the Company based on
the discount from the market price received byphseicipants on the date of issuance. Using wratibmpany believes are reasonable
assumptions and the Black-Scholes option pricingehdhe estimated impact of this change will bpragimately $0.04 per diluted share in
2003. In future years, as this change in accourtéapmes fully phased in over the normal optioriimgycle (currently four years), the
Company expects that the earnings per share imptkdte greater.

The Company has a policy of repurchasing its shiareffset the dilutive impacts of stock option eises, which will be an important use of
cash flow over time. During 2002, approximately $8flion was spent on such repurchases (after aptio
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proceeds and related tax benefits), which was ajpately 13% of the Company'’s after-tax cash flosfdve dividends, share repurchases and
the KMV acquisition. The Company’s 2001 spending\wpproximately $24 million, which was approximpt@%o of aftertax cash flow befol
dividends and share repurchases.

Operating Segments

The Company has historically operated in one retetbusiness segment — Ratings, which accountepfiroximately 90% of the
Company’s total revenue. With the April 2002 acdigs of KMV, Moody’s now operates in two reportalibusiness segments: Moody’s
Investors Service and Moody’s KMV. Accordingly,tiee second quarter of 2002, the Company restaexgment information for
corresponding prior periods to conform to the curpresentation. In discussing periods prior toZ@08e Moodys KMV segment is referred
as Moody’s Risk Management Services (“MRMS”), tledecessor business.

The Moody’s Investors Service business consisfewfrating groups — structured finance, corpofatance, financial institutions and
sovereign risk, and public finance — that generatenue principally from the assignment of crediings on fixed-income instruments in the
debt markets, and research, which primarily geesregvenue from the sale of investor-oriented tredearch, principally produced by the
rating groups. Given the dominance of Moody’s IneesService to Moody's overall results, the Compdaes not separately measure or
report corporate expenses, nor are they allocatétet Company’s business segments. Accordinglgoaporate expenses are included in
operating income of the Moody’s Investors Serviegnent and none have been allocated to the Moddy'é segment.

The Moody’s KMV business consists of KMV, acquitiadApril 2002, and Moody’s Risk Management Serviddsody’s KMV develops and
distributes quantitative credit assessment serfaesanks and investors in credit-sensitive assegslit training services and credit process
software.

Results of Operations
Year Ended December 31, 2002 Compared With Year Emdl December 31, 2001
Total Company Results

Moody'’s revenue for 2002 was $1,023.3 million, acréase of $226.6 million or 28.4% from $796.7 imillin the prior year. Excluding post-
acquisition revenue from KMV of $42.1 million, Mogd achieved revenue growth of 23.2% over the pyear. The Company’s revenue
performance reflected strong gains in a numbeedfoss of the ratings business with global striedufinance the largest growth driver, as well
as strong double-digit growth in the global reskdrasiness.

Revenue in the United States was $680.3 millioR062, an increase of $119.6 million or 21.3% fro®8& 7 million in 2001. Excluding KMV
revenue of $19.0 million, U.S. revenue increase@%to $661.3 million. Strong growth in U.S. raténgvenue reflected higher issuance
volumes in several market sectors, particularlyctrred finance and municipal bonds.

Moody’s international revenue was $343.0 millior2B02, an increase of 45.3% from $236.0 millio2@®1. Excluding KMV revenue of
$23.1 million, international revenue increased 35616 $319.9 million. This increase was primariljven by strong growth in revenue from
structured finance ratings in Europe and Japangéotzhl financial institutions. International resgarevenue grew 36% over 2001, and the
consolidation of Korea Investors Service commendainganuary 2002 also contributed to 2002 revemaetlp. In 2002, international revenue
accounted for 34% of total Moody'’s revenue, up fr@d8o in 2001.

Operating expenses of $285.3 million in 2002 gré&wi % from $239.6 million in 2001. Excluding $12.#lian related to KMV, operating
expenses would have been $273.1 million in 2002}.6% year-over-year increase. This increase wasipally due to higher compensation
and related costs to support business expansimmaply in Europe and the global structured finabesiness. Operating expense increases
included consulting costs to support new produgetigpment and higher occupancy and travel relabstsdn connection with business
expansion.

Selling, general and administrative (“SG&A") expeaf $175.3 million in 2002 were up 23.8% versig1$6 million in 2001. Included in
2002 expenses are the following charges relatinddody’s KMV: $2.9 million of acquisition relatecharges, primarily for write-offs of
software and in-process research and developmeérit;fillion related to management transition; atb3nillion related to the settlement of a
patent licensing matter. 2002 and 2001 expenseirakliled approximately $6.0 million of charitalglentributions, mainly to The Moody’s
Foundation. Excluding these items and excludingiilér expenses of KMV (totaling $19.7
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million), SG&A expenses increased 5.9% to $143.kioniin 2002, from $135.6 million in 2001. Thisdrease was principally due to higher
compensation and related costs to support busengemsion, higher professional fees primarily &mtinology infrastructure and financial
systems, and higher legal fees due to U.S. andpearoregulatory inquiries. In addition, occupancg travel related costs increased as a
of business expansion.

Depreciation and amortization expense increas&2406 million in 2002 from $17.0 million in 2001h& 2002 expense reflected $7.5 million
of KMV-related expenses, including $6.3 million famortization of acquired software and intangildseds. The 2001 amount included

$2.1 million for amortization of goodwill, which waliscontinued in 2002 with the implementation BAS No. 142. Excluding these items,
depreciation and amortization increased by $2.8anibr 14.8% year-to-year.

Operating income of $538.1 million in 2002 was &% from $398.5 million in 2001. Moody's operatimgrgin for 2002 was 52.6%, up
from 50.0% in 2001. The strong operating incomenginan 2002 principally reflected the Company’sthigvenue growth without a
proportional increase in expenses.

Interest and other non-operating expense was $2illign in 2002 compared with $16.6 million in 200The amounts primarily reflected
interest expense of $22.8 million in each yeagtezl to Moody’s $300 million of private placemerbtiand interest income of $2.3 million in
2002 compared with $6.5 million in 2001. The lowsome in 2002 was principally due to lower intém@ges, and the use of cash on hand to
fund the KMV acquisition and greater share repusela

Moody’s effective tax rate was 44.2% in 2002 coregano 44.4% in 2001. The Company expects the @ffetax rate to decrease in the future
as a greater portion of Moody’s business migraidswer tax jurisdictions. Net income was $288.%9iom in 2002 compared with
$212.2 million in 2001. Earnings per share werd&$hasic and $1.83 diluted in 2002, compared witl3% basic and $1.32 diluted in 2001.

Segment Results
Moody’s Investors Service

Moody’s Investors Service revenue was $941.8 muiliio2002, up 23.0% from $765.9 million in 2001 €Tihcrease was principally driven by
strong growth in global structured finance, finahanstitutions and research revenue, as well &s % public finance.

Structured finance revenue was $381.2 million iB2an increase of $107.4 million or 39.2% from &37million in 2001. Strong growth was
achieved in several U.S. market sectors, includisifential and commercial mortgage-backed seesritiredit derivatives and asset-backed

securities. International structured finance reeegrew close to 60% versus 2001, reflecting streimgEurope, especially in credit derivatives
and Japan, principally in commercial mortgage-bddecurities.

Corporate finance revenue was $228.4 million in2Qp 1.2% from $225.7 million in 2001. The numbéissues in the U.S. corporate market
declined about 17% in 2002 compared with the préar, reflecting continued weakness in corporatestment spending, lower merger and
acquisition activity and slower refinancing actithe effect of this decline on overall corporfitence revenue was tempered, however, by
growth in bank loan ratings and relationship-bass#nue. European corporate finance generated elalidjit revenue growth versus the prior
year despite lower issuance volumes, primarily tdugew rating customers and growth in relation-based revenue. The consolidation of
Korea Investors Service also contributed to revegroevth over the prior year.

Revenue in the financial institutions and sovereigk sector was $157.4 million in 2002, an inceeag$26.7 million or 20.4% from

$130.7 million in 2001. This reflected a 6% incedsthe number of financial institutions issueshia U.S. in 2002 compared to 2001, due to

refinancing of short-term debt to long-term delbd &rcreased investor demand for issues in thiosect Europe, the number of transactions in
this sector was up 17% from the prior year. Growtissuer ratings and other relationship-basedmesealso contributed to the year-over-year
growth.

Public finance revenue increased 26.5% to $81.komiin 2002, from $64.2 million in 2001. Year-t@gr growth of 25% in the dollar volume
of U.S. municipal bond issuance was the main dd¥ehis performance. Issuance was strong for beth issues and refinancings, reflecting
the favorable interest rate environment as weléss pay-as-you-go financing by municipal borrowers
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Research revenue grew 30.9% to $93.6 million in220® from $71.5 million in 2001. Increased investxus on credit risk helped to drive
higher sales of products to current customers hadddition of new customers. In addition, incrédasxenue from licensing Moody’s
information to third-party distributors contributémlthe growth

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpogapenses were, $385.7 million in 2002,
an increase of $32.8 million, or 9.3% over 200lisTihcrease was principally due to higher compéosaind related costs to support business
expansion, primarily in Europe and the global streed finance business. Other operating expensedses included consulting costs relate
investments in technology infrastructure and finahsystems, legal fees related to U.S. and Eumopegulatory inquiries, and higher
occupancy and travel related costs in connectidh ldsiness expansion. These increases were padiifsiet by lower costs for production &
delivery of research products, due to the contirsfefi to Internet delivery. Included in 2001expesnsvas a $3.4 million write-down of
investments in two Argentine rating agencies duthéocurrency devaluation and the unstable econandolitical situation. Depreciation &
amortization expense was $12.7 million in 2002 ugi$11.5 million in 2001.

Moody'’s Investors Service operating income of $848illion in 2002 was up 35.3% from $401.5 million2001.
Moody’'s KMV

Moody’s KMV reported revenue of $81.5 million in@®compared to $30.8 million in 2001. Excluding teasquisition revenue from KMV of
$42.1 million, revenue for the prior Moody's Riskaklagement Services business grew 27.9% to $39idmii 2002. The revenue growth
principally reflected increased subscriptions fsk&alc™ credit assessment products as more coespagific models have been introduced,
and license fees for new sales and upgrades at dezsioning software.

Operating, selling, general and administrative esps of Moody's KMV were $74.9 million in 2002 coarpd with $28.3 million in 2001.
Excluding the $6.0 million of acquisition relatedanagement transition and patent licensing chatgsesribed in “Total Company Results”
above, and excluding all other KMV expenses of $3iillion, expenses would have been $37.0 millio2002, a 30.7% year-over-year
increase. This increase primarily reflected higt@mnpensation and benefit costs to support busegsansion and increased consulting costs
related to new product development. Moody’s KMV agiation and amortization expense was $11.9 miilio2002 versus $5.5 million in
2001, the year-to-year increase primarily refleck6éB million of amortization expense related tquiced KMV software and intangible assets
partially offset by the discontinuance of amortiaatof goodwill from a prior acquisition pursuaotthe adoption of SFAS No. 142.

Moody’s KMV reported an operating loss of $5.3 ioiflin 2002, compared to an operating loss of $3l0on in 2001. Excluding the
aforementioned $6.0 million of expenses, and $6lBom of amortization expense related to the KMsfaisition, the Moody’s KMV segment
would have reported operating income of $7.0 millio

Year Ended December 31, 2001 Compared with Year Ered December 31, 2000
Total Company Results

Total Moody’s revenue was $796.7 million in 2004 iacrease of $194.4 million or 32.3% from $602.iliom in 2000. The Company’s 2001
revenue performance reflected strong growth inmaeeacross all ratings groups as well as in glosdarch and Moody’s Risk Management
Services.

Revenue in the United States was $560.7 milliond@1, an increase of $131.8 million or 30.7% frof2&9 million in 2000. This increase
reflected strong growth in ratings revenue, priaflipdue to higher issuance volumes in most masketors, including investment grade and
high yield corporate bonds, municipal bonds, abseked securities and mortgage-backed securities.

Moody’s international revenue was $236.0 millior2B01, an increase of 36.1% over $173.4 millioA000. European structured finance
revenue almost doubled for the year. Internaticogborate finance revenue grew more than 20% axashial institutions revenue showed
solid double-digit growth. International revenuevidody’s Risk Management Services rose 46.1% amduh&. research revenue grew 23.7%.
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Operating expenses of $239.6 million in 2001 gré&w2 from $189.6 million in 2000. The increaseeefed higher compensation and related
expenses due to an increase in the number of asagbgsticularly in Europe and in the worldwideustured finance business, as well as higher
incentive compensation costs due to the Compargrg strong 2001 results. Also included in operagrgense was a $3.4 million charge to
write-down investments in two Argentine rating agies, due to the currency devaluation and unsttd@omic and political situation.

Selling, general and administrative expenses ol $l#illion in 2001 were up 31.6% compared to $&0illion in 2000. This increase
principally reflected higher incentive compensatimsts due to the Compaswery strong 2001 results; costs of approximeély million for
severance, legal fees and other expenses related @ompany’s legal settlement with the Departnoédustice in April 2001; and

$6.0 million related to charitable contributiongdanitial funding for the newly-formed Moody’s Fodation.

Depreciation and amortization expense increased $b6.6 million in 2000 to $17.0 million in 2001.

Operating income of $398.5 million in 2001 was @136 from $288.5 million in 2000. Moody's operatimgrgin for 2001 was 50.0%, up
from 47.9% in 2000 due to the unexpected strengtkvenue throughout the year.

Interest and other nooperating expense was $16.6 million in 2001 congbari¢gh $4.5 million in 2000. The increase in 2005vmincipally th
result of a full year of interest expense relatethe Company’s $300 million private debt placentaat was completed in the fourth quarter of
2000, offset in part by interest income on investash.

Moody’s effective tax rate was 44.4% in 2001 conepaio 44.2% in 2000. Net income was $212.2 milliim8001 compared with
$158.5 million in 2000. Earnings per share wer@%hasic and $1.32 diluted in 2001, compared wit9& basic and $0.97 diluted in 2000.

Segment Results
Moody’s Investors Service

Moody’s Investors Service revenue was $765.9 miliim2001, up 32.2% from $579.3 million in 2000cd®ig double-digit growth in global
structured finance, European and U.S. corporasmfia, public finance and global research drove nofithe increase.

Structured finance ratings revenue of $273.8 nmillim2001 grew 37.4% over 2000 revenue of $199/Romi The increase was due to strong
growth in the U.S. across several market sectatading credit derivatives, asset-backed securéias both commercial and residential
mortgage-backed securities. Asset-backed issuasinene was up 29%, residential mortgage volume 18886 and commercial mortgage
volume was up 50%. European structured finance tjrovas very strong primarily due to credit derivat, asset-backed securities and
commercial mortgage-backed securities.

Revenue from corporate finance ratings was $224lidbmin 2001 compared with $162.7 million in 200#h increase of 38.7%. Lower interest
rates in the U.S. resulted in strong issuance drawboth investment grade and high yield bond#h wabust refinancing activity. The number
of investment grade corporate issues was up mare4B% over 2000. Also contributing to revenue dhowas Moody’s Rating Assessment
Service, which was introduced in the second hafGff0. In addition, new monitoring fees for infregtiissuers were initiated in 2001, which
produced approximately $9.0 million of revenue gitowver 2000. Revenue from financial institutiomsl &overeign risk ratings was $130.7
million in 2001, an increase of 17.1% over $111iBiom in 2000. Lower interest rates in the U.Sode increased investment grade issuanc
banks and other financial institutions. In additicevenue in Europe grew at a double-digit pacetduewer borrowing costs.

Public finance ratings revenue grew 39.3% to $&ilRon in 2001, up from $46.1 million in 2000. Thwas primarily due to a 43% increase in
the dollar volume of U.S. municipal bonds issue@@®1 compared to 2000. Refinancing activity waseemlly strong due to the favorable
interest rate environment, and represented 31%talfissuance dollar volume in 2001 versus 17%0002

Research revenue increased 19.8%, to $71.5 miliglecting continued international expansion, @raduct introductions and growth in
demand for products delivered via the Internet.

Operating, selling, general and administrative esps, including corporate expenses, were $352I®mih 2001, an increase of $80.5 milli
or 29.6% from $272.4 million in 2000. Of this inese, $14.4 million was due to the Argentine investhwrite-down, the Company’s legal
settlement with the Department of Justice, anditdide expenses, all as described above. The rémydincrease reflected higher compense
and related expenses due to an increase in theeruwhbnalysts, particularly in Europe and in
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global structured finance, as well as higher ineentompensation costs due to the Company’s veoyngt2001 results. Depreciation and
amortization expense was $11.5 million in 2001 ugei$11.4 million in 2000.

Moody'’s Investors Service operating income of $80tillion in 2001 was up 35.9% from $295.5 million2000 due to the unexpected
strength in revenue throughout the year.

Moody’s Risk Management Services

Revenue for the Moody’s Risk Management Servicesnass was $30.8 million in 2001, an increase dd%3over 2000. This increase was
driven by continued strong sales of its credit askessment software and subscription products.

Operating, selling, general and administrative esps for Moody’s Risk Management Services were3p28llion in 2001 compared with
$24.8 million in 2000. The increase reflected higt@mpensation and related expenses and increastdgional fees to support product
development. Depreciation and amortization experae$5.5 million in 2001 versus $5.2 million in 200

Moody’s Risk Management Services reported an opey&iss of $3.0 million in 2001, compared to aslo $7.0 million in 2000.
Market Risk

Moody’s maintains operations in 18 countries owslte United States and over 85% of its revenuéhfoyear ended December 31, 2002 was
billed in U.S. dollars. Approximately 30% of the @pany’s expenses were incurred in currencies aktzgr the U.S. dollar. As such, the
Company is exposed to market risk from changesrigign exchange rates.

As of December 31, 2002, approximately 13% of Mds@dgsets were located outside the U.S. Of Momdggregate cash and cash equiva
of $39.9 million at December 31, 2002, approxima®33.1 million was located outside the United &gtwvith $18.0 million in the U.K.),
making the Company susceptible to fluctuationneiyn exchange rates. The effects of changesindtue of foreign currencies relative to
the U.S. dollar on assets and liabilities of no&-lbperations are charged or credited to the cuimelaanslation adjustment in shareholders’

equity.

Moody’s cash equivalents consist of investmentsigh quality short-term securities within and odésthe United States. By policy, the
Company limits the amount it can invest with ang @ssuer and allocates its cash equivalents amargus money market mutual funds, short-
term certificates of deposit or issuers of highdgraommercial paper.

The Company has not engaged in foreign currencgihgdransactions nor does the Company have aiyadi®e financial instruments.
However, the Company continues to assess the peatdr into hedging transactions to limit its rile to fluctuations in exchange rates and
may enter into such transactions in the future.

Liquidity and Capital Resources
Cash Flows

Net cash provided by operating activities was $33dillion, $321.4 million, and $70.2 million for ¢hyears ended December 31, 2002, 2
and 2000, respectively.

The increase of $13.4 million in 2002 versus 20&flected growth in net income of $76.7 million andreased tax benefits from the exercise
of stock options. Partially offsetting these fastarere the payment of approximately $50 milliorJo$. federal income taxes related to 2001
that were deferred into 2002 as a result of theeBeiper 11" tragedy, higher payments for prior year incentigmpensation (approximately

$38 million) and an increased investment in accouateivable reflecting the high level of fourtrager 2002 billings. It is anticipated that the
majority of these receivables will be collectedhe first quarter of 2003. The strength in 2002hgd and research business volumes, as well a
the acquisition of KMV, also resulted in an incre@s deferred revenue over the prior year. Theciase in other liabilities in 2002 reflected
increased accruals for pension and other poseraéint benefits, and tax exposures.

Cash provided by operating activities in 2001 iased substantially compared with 2000 reflectimgorg other things, a $174.6 million
payment made to Old D&B in 2000 in connection with filing of an amended tax return for the 1988 24890 tax periods (as further
described in Note 14 to the Company’s consolidéitexhcial statements, Contingencies) and year-tr-geowth in net
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income of $53.7 million in 2001. In addition, th@@ increase reflected the deferral of approxings%&D million of income tax payments no
above. Moody’s accounts payable and accrued ligdsilat December 31, 2001 were $101.6 million highan the prior yeaend. In addition t
the impact of the income tax deferral, the increaflected higher accruals for incentive compewsativhich were paid in the first quarter of
2002. In addition, accounts receivable at year28@l were $47.6 million higher than the prior yead, reflecting the high level of fourth
quarter 2001 billings.

Net cash used in investing activities was $223l6anj $30.0 million and $33.6 million for the yeaended December 31, 2002, 2001
2000, respectively. Investing activities in eachrygrincipally consisted of acquisitions and cdptgpenditures. Cash used for acquisitions
included $205.4 million (net of cash acquired) K&V in 2002, $15.2 million for investments in inteational rating agencies in 2001 and
$17.4 million for the acquisition of a financialfs@are products company in 2000. Capital expendguwhich principally included investme
in developing and upgrading computer hardware aftdvare and purchases of office furnishings andgrgant, were $18.1 million in 2002,
$14.8 million in 2001 and $14.4 million in 2000

Net cash (used in) provided by financing activitiess ($236.6) million, ($248.1) million and $79.@lman for the years ended December
2002, 2001 and 2000, respectively. Share repurshasgployee stock option exercises, dividend paysnamd debt proceeds and repayments
were the principal activities reflected in theseoamts.

Spending for share repurchases totaled $369.%milfi 2002, $267.6 million in 2001 and $71.8 mitlim 2000. These amounts were offset in
part by proceeds from stock plans of $54.0 miliim2002, $47.8 million in 2001 and $10.1 million2000. In addition, dividends paid were
$27.8 million, $28.3 million and $7.2 million in 2@, 2001 and 2000, respectively. Net proceeds fsomowings totaled $107.1 million in
2002 (as described below) and $104.5 million in@f¥presenting net proceeds from the $300 milliogiterm financing that was put in place
at the time of the Company’s spin-off from Old D&&s described below. In addition, cash flow fromaficing activities in 2000 reflected cash
distributions made to Old D&B through the Distrilaut Date.

During 2002, Moody'’s funded the acquisition of KMdith a combination of cash on hand and short-teomdwings from its bank credit
facilities, which were subsequently repaid. Moodyas since borrowed under its bank credit facdlitefund share repurchases, and has
benefited from favorable short-term borrowing costanagement is considering pursuing long-termrfaiag when it is appropriate in light of
cash requirements for share repurchase and othgegit opportunities, which would result in higfieancing costs. At December 31, 2002,
Moody’s had $107.1 million of outstanding borrowsngnder its bank credit facilities, in additionthe $300 million of long-term financing.

Indebtedness

In connection with the 2000 Distribution, Moody'sisvallocated $195.5 million of debt at Septembe2B00. Moody’s funded this debt with
borrowings under a $160 million unsecured bank Ikéng 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 cash proceeds fronNtites were used in part to repay the
outstanding balance on the revolving credit faciihd to repay the bridge line of credit. The Ndtasge a five-year term and bear interest at an
annual rate of 7.61%, payable semi-annually. Inetrent that Moody’s pays all or part of the Notesidvance of their maturity, (the “prepaid
principal”), such prepayment will be subject toemalty calculated based on the excess, if anfheofliscounted value of the remaining
scheduled payments, as defined in the agreemesttioe prepaid principal.

The revolving credit facility (the “Facility”) comsts of an $80 million 5-year facility that expiresSeptember 2005 and an $80 million 36
facility that expires in September 2003. As of Daber 31, 2002, the Company had borrowings outstanafi $76.1 million under the 5-year
facility, bearing interest at approximately 1.64% pnnum, and $31.0 million under the 364-day itgcibearing interest at approximately
1.73% per annum. Interest on borrowings under thieds facility is payable at rates that are basethe London InterBank Offered Rate
(“LIBOR") plus a premium that can range from 18 isgmints to 50 basis points depending on the Caryipaatio of total indebtedness to
earnings before interest, taxes, depreciation amttization (“EBITDA”), as defined in the relatedr@ement. At December 31, 2002, such
premium was 22 basis points. Interest on borrowungter the 364-day facility is payable at rates #na based on LIBOR plus a premium of
30.5 basis points. The Company also pays annuiitfdees, regardless of borrowing activity undke Facility. The annual fees for the 5-year
facility can range from 7 basis points to 12.5 sgsiints depending on the Company’s ratio of tid¢btedness to EBITDA, and were 8 basis
points at December 31, 2002. The annual fees @B@4day facility are 7 basis points. Under each fagilihe Company also pays a utilizat
fee of 12.5 basis points on borrowings outstandihgn the aggregate amount outstanding under suityf@xceeds 33% of the facility. In
April 2002, Moody’s used the Facility to initialfiund a portion of the purchase price for the KM\gaisition; amounts outstanding under the
Facility were repaid in the second quarter of 2(®ifce that time, Moody’s has borrowed under thalfato fund share repurchases
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as noted above. Interest incurred under the Rabilitthe years ended December 31, 2002, 2001 66d ®as $0.3 million, $0.0 million and
$0.1 million, respectively.

The Notes and the Facility (the “Agreements”) cantaovenants that, among other things, restriciathibty of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset satesae-leaseback transactions or to incur
liens. The Notes and the Facility also containririal covenants that, among other things, reqhieedompany to maintain an interest covel
ratio, as defined in the Agreements, of not leastBito 1, and a ratio of total indebtedness toTER\, as defined in the Agreements, of not
more than 4 to 1. At December 31, 2002, the Compaas/in compliance with such covenants. If an ee¢efault were to occur (as defined
in the Agreements) and was not remedied by the @ampiithin the stipulated timeframe, an acceleratibthe Notes and restrictions on the
use of the Facility could occur.

Off-Balance Sheet Arrangements

At December 31, 2002 and 2001, Moody’s did not heawe relationships with unconsolidated entitie§imaincial partnerships, such as entities
often referred to as special purpose entities, vhiould have been established for the purposeailftéding off-balance sheet arrangements or
other contractually narrow or limited purposes.stish, Moodys is not exposed to any financing, liquidity, mar&ecredit risk that could ari:

if it had engaged in such relationships.

Share Repurchases

During October 2002, Moody’s completed the $30diamishare repurchase program that had been am#ttbby the Board of Directors in
October 2001. On October 22, 2002, the Board ofdars authorized an additional $450 million shrepurchase program, which Moody’s
expects to complete by mid-2004. The program iresugbth special share repurchases and systematichases of Moody’s common stock
to offset the dilutive effect of share issuancearttie Company’s employee stock plans.

For the year ended December 31, 2002, Moody'’s oiyased 8.2 million shares at a total cost of $368l8on, including 2.7 million shares to
offset issuances under employee stock plans. ®ieceming a public company in September 2000 armligir the end of 2002, Moody’s has
repurchased 19.5 million shares at a total co$768.3 million, including 6.1 million shares to &t issuances under employee stock plans.

Contractual Obligations

The following table presents payments due undeCtivapany’s contractual obligations as of Decemlie2802.

Payments Due by Perioc

Less Than 1
Total Year 1-3 Years 4-5Years Over5 Years
(in millions)

Borrowings under credit facilitie $107.1  $107.1 $ — $ — $—
Notes payabl 300.( — 300.( — —
Operating lease obligatiol 53.2 13.t 23.1 15.1 1.5
Capital lease obligatior 3.7 1.2 2.t — —
Purchase obligations ( 11.2 6.4 3.8 1.2 —

| | | | |
Total $475.«  $128.C $329.4 $16.< $1.5

| | | | |

(1) Purchase obligations include contracts for telecominations, data processing services and-up facilities, and professional servic
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Outlook

Certain of the statements below are forward-loolstajements within the meaning of the Private SeesiLitigation Reform Act of 1995. In
addition, any projections of future results of ggems and cash flows are subject to substant@iainty. See “Forward-Looking Statements”
on page 31 and “Additional Factors That May AffEature Results” following this section.

Results of Operations

Moody'’s results in 2002 and 2001, including growthevenue, operating income and earnings per shawe exceeded the Company’s long-
term financial targets, which are for low-teensceget growth in Moody’s Investors Service revenue aperating income, with the impact of
share repurchases and a lower effective tax ratdtirey in mid-teens percent growth in diluted éags per share. The Company anticipates
that in some years its growth will exceed thesgetsrand in other years it will be below thesedtsgFor the Moody’s KMV business, the
Company expects revenue to grow to $200 millior2095, with an operating margin (before amortizagapense for acquired software and
intangibles) of greater than or equal to 20%.

Moody’s is providing its outlook for 2003 at a timésignificant global macroeconomic and geopditiencertainty. The inherent difficulty in
predicting changes in the global environment, dedtiming of such changes, creates important pielerdriance in the outlook.

In Moody'’s Investors Service, moderate growth imbgll structured finance revenue in 2003 is antteipaespite the Comparsyéxpectation ¢
a significant decline in the U.S. housing sectal esidential mortgage refinancings, and lower dghow U.S. consumer spending affecting
asset-backed issuance. In global corporate findheegCompany expects to see moderate overall revgrawth in 2003 despite low business
investment and mergers and acquisitions activithénU.S. In the U.S. public finance sector, issweil likely continue to rely on public debt
to fund their budgets as tax receipts remain wakertheless, because of an expected declineiiargfing activity, the outlook for public
finance revenue is modestly lower in 2003. Mood®0 expects a continuation of the strong growtthéresearch business. Finally, healthy
growth in the Moody’s KMV business is expected.

Moody’s expenses for 2003 will likely reflect camtied investment spending on enhanced ratings peactiechnology initiatives, product
development and continued hiring to support groavtkas of the business. Moody’s expects a slighindein the operating margin in 2003
compared to the very high margin level in 2002pbethe impact of expensing stock options (whictlissussed elsewhere in this
Management’s Discussion and Analysis).

Overall for 2003, Moody’s expects that percent resegrowth will be in the mid-to-high single digiwith the impact of a lower effective tax
rate and share repurchases, the Company expettiilthiad earnings per share will grow in the loautlle digits, before the approximate $C
per share impact of expensing compensation retatethployee stock plans and the approximate $0e@Sipare gain on the insurance reco
related to the September $tragedy (which is discussed in Note 17 to the Camsaconsolidated financial statements, Subseqieent).

The Company’s 2003 outlook takes into consideratiencurrent regulatory environment both within adside the United States, including
the recently-published SEC report on rating agengigsuant to the Sarbanes-Oxley Act, which isudised elsewhere in this Management’s
Discussion and Analysis. Based on management’eguassessment, Moody’s does not believe thatatgylaction will have a material
effect on the Company’s 2003 outlook. However, gjganin the competitive structure of the ratingsusidy, possibly resulting from additional
recognized rating agencies, could have an effettarfuture.

Cash Flow

Moody’s believes that it has the financial resoamceeded to meet its business requirements foretkietwelve months and expects to have
positive operating cash flow, as well as afterftae cash flow, for fiscal year 2003. The Compaungrently intends to use the majority of such
free cash flow to continue its share repurchasgraro. The Company’s approach to returning excesis washareholders by means of share
repurchase is based on the current relative técieity of capital gains over dividends. Should tates change and dividends become
relatively more tax-efficient, the Company wouldoasider its dividend and share repurchase politieaddition, as described above, the
Company has borrowed under its bank revolving tfedility during 2002 to fund portions of the caglyuirements related to the KMV
acquisition and share repurchase, and may obtaia peymanent financing when it is appropriateghtiof cash requirements for share
repurchases and other strategic opportunities.
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In addition, the Company will from time to time cider cash outlays for acquisitions of or investtaém complementary businesses, products,
services and technologies. The Company may alseceéred to make future cash outlays, includingrap2003, to pay to New D&B its share
of potential liabilities related to the legacy t&xd legal contingencies that are discussed irMaisagement’s Discussion and Analysis under
“Contingencies”. These potential cash outlays majfect liquidity requirements and cause the Comggarpursue additional financing. There
can be no assurance that financing to meet casfireetents will be available in amounts or on teaoseptable to the Company, if at all.

Additional Factors That May Affect Future Results

The following risk factors and other informatiorcinded in this annual report on Form 10-K shouladaeefully considered. The risks and
uncertainties described below are not the only time£ompany faces. Additional risks and unceriggmot presently known to the Company
or that the Company’s management currently deemsait@rial also may impair its business operatidrany of the following risks occur,
Moody'’s business, financial condition, operatingulés and cash flows could be materially adveraéfigcted.

Changes in the Volume of Debt Securities Issueddamestic and/or Global Capital Markets and Changadnterest Rates and Other
Volatility in the Financial Markets

Approximately 83% of Moody’s revenue in 2002 wasided from ratings, a significant portion of whialas related to the issuance of credit-
sensitive securities in the global capital markktsody’s enjoyed revenue growth from these sources in B@iavas substantially greater tt
its historical averages, principally due to vempsg growth in global structured finance issuane strong issuance volumes in certain U.S.
sectors driven by the favorable interest rate emvirent. The Company anticipates that a substgrdaialof its business will continue to be
dependent on the number and dollar volume of dehirgties issued in the capital markets. Therefibve Companys results could be adverst
affected by a reduction in the level of debt issigan

Unfavorable financial or economic conditions thitter reduce investor demand for debt securitigmpair issuers’ ability to issue such
securities could reduce the number and dollar velofrdebt issuance and other transactions for wiiichdy’s provides ratings services. In
addition, increases in interest rates, volatilitfinancial markets or the interest rate environimsignificant political or economic events,
defaults of significant issuers and other market @onomic factors may negatively impact the geneval of debt issuance, the debt issuance
plans of certain categories of borrowers, and/ertyipes of credit-sensitive products being offefedustained period of market decline or
weakness could also have a material adverse affelRtoody’s business and financial results.

Possible Loss of Market Share through Competiti

The markets for credit ratings, research and creskitmanagement services are intensely competiti®dy’s competes on the basis of a
number of factors, including quality of ratingsiecit service, research, reputation, price, geodcagtope, range of products and technological
innovation. Moody’s faces increasing competitioonfr S&P, Fitch, local rating agencies in a numbgudgdictions and niche companies that
provide ratings for particular types of financiabgucts or issuers (such as A.M. Best Companyarirthurance industry). Since Moody’s
believes that some of its most significant challengnd opportunities will arise outside the UtSwill have to compete with rating agencies
that may have a stronger local presence or a langgrating history in those markets. These looavigers or comparable competitors that r
emerge in the future may receive support from lgcalernments or other institutions. Currently, Mgpsd S&P, Fitch, and Dominion Bond
Rating Service, Ltd. (‘DBRS”) are designated as IRRS by the SEC. In its recently released repotherrole and function of credit rating
agencies in the operation of the securities marke¢sSEC has indicated that it is exploring whe{ijehere are viable alternatives to the
NRSRO concept in Commission rules and regulatiowis(8) whether it should permit rating agencieattbover a limited sector of the de
market or confine its activities to a limited geaghic area to achieve NRSRO recognition. The retiogrof DBRS as a NRSRO occurred in
February 2003, after the release of the SEC’s tegtimination of the NRSRO concept or SEC recdgnibf additional NRSROs could result
in loss of market share for Moody’s.

Introduction of Competing Products or Technologiby Other Companie

The markets for credit ratings, research and creskitmanagement services are increasingly coniypetithe ability to provide innovative
products and technologies that anticipate custdrobasnging requirements and utilize emerging tedgical trends is a key factor in
maintaining market share. Competitors may develgmtjtative methodologies for assessing creditttisik customers
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and market participants may deem preferable toarermost-effective than the credit risk assessmmathods currently employed by Moody's.
Increased Pricing Pressure from Competitors and@ustomers

In the credit rating, research and credit risk ngamaent markets, competition for customers and mafti@e has spurred more aggressive
tactics by some competitors in areas such as gravil service. Moodg'intends to continue providing the highest qualityducts and the be
service to its customers and the capital marketsvé¥er, if its pricing and services are not suffitly competitive with its current and future
competitors, Moody’s may lose market share.

Possible Loss of Key Employees to Investment or @amcial Banks or Elsewhere and Related Compensati@ost Pressure

Moody’s success depends in part upon recruitingratadning highly skilled, experienced analysts atiter professionals. Competition for
qualified staff in the financial services indusisyintense, and Moody’s ability to attract staffittbbe impaired if it is unable to offer
competitive compensation and other incentives.dtment banks and other competitors for analyshtatey be able to offer higher
compensation than Moody’s. Moodyalso may not be able to identify and hire empsyautside the U.S. with the required experiencskitls
to perform sophisticated credit analysis. Moodygity to effectively compete will continue to depdy among other things, on its ability to
attract new employees and to retain and motivastieg employees.

Exposure to Litigation Related to Moo'’'s Rating Opinions

Moody’s faces litigation from time to time from pigs claiming damages relating to ratings actiemgddition, as Moody’s international
business expands, these types of claims may iretEsuse foreign jurisdictions may not have lpgatlections or liability standards
comparable to those in the U.S. (such as the Airstndment). These risks often may be difficult $8ess or quantify and their existence and
magnitude often remains unknown for substantialbplsrof time.

Potential Emergence of Governme-Sponsored Credit Rating Agencies

When governments adopt regulations that require skturities to be rated, establish criteria feddrratings or authorize only certain entities
to provide credit ratings, the competitive balano®ong rating agencies and the level of demandatorgs may be negatively affected.
Government-mandated ratings criteria may also fia@effect of displacing objective assessmentsedfitworthiness. In these circumstances,
issuers may be less likely to base their choicatifig agencies on criteria such as independergteraalibility, and more likely to base their
choice on their assumption as to which credit tatigency might provide a higher rating, which megatively affect the Company.

Proposed U.S., Foreign, State and Local Legislatamd Regulations, Including Those Relating to Natially Recognized Statistical Ratir
Organizations

In the U.S. and other countries, the laws and eguis applicable to credit ratings and rating @igncontinue to evolve. Recently there has
been discussion in the U.S. regarding the potenéatl for greater regulation of credit rating agesidn October 2002, the staff of the Senate
Committee on Governmental Affairs issued a regmat tecommended changes in SEC regulation of ratjegcies. In January 2003, the SEC
released a report on the role and function of tmading agencies in the operation of the securiti@rkets. The report considers a number of
issues that the SEC was required to examine uhdeBarbanes-Oxley Act of 2002 and other issuemgrisom a SEGhnitiated review of cred
rating agencies. In the report, the SEC stateditlireends to publish a concept release in eadly3to solicit comments on a number of issues
affecting the role and operation of credit ratigg@acies and thereafter to propose rules in resgortt®se comments. At present, Moody's is
unable to assess the nature and effect of anyategyulchanges that may result from the SEC’s orgyoéwiew.

Implementation guidelines proposed by the Commitfeeuropean Securities Regulators under the Eam@®mmission’s Market Abuse
Directive are applicable to many participants iea BEuropean capital markets, including credit raiggncies. Depending on the form in which
they are ultimately adopted, such implementatiodgjines may increase Moody’s cost of doing busrie€urope and the legal risk
associated with such business.
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Multinational Operations

Moody’s maintains offices outside the U.S. andsgia significant portion of its revenue from s@sroutside the U.S. Operations in several
different countries expose Moody’s to a numbereggl, economic and regulatory risks such as:

. changes in legal and regulatory requirem

. possible nationalization, expropriation, price colst and other restrictive governmental acti
. restrictions on the ability to convert local curcgrinto U.S. dollar:

. currency fluctuation

. export and import restrictions, tariffs and othrade barrier:

. difficulty in staffing and managing offices as sué of, among other things, distance, travel,waltdifferences and intense competit
for trained personn

. longer payment cycles and problems in collectiragieables
. political and economic instabilit

. potentially adverse tax consequen

Although such factors have not historically hadatenal adverse effect on the business, financadlition and results of operations of the
Company, any of these factors could have suchfanteh the future.

Contingencies

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that a@dantal to the Company’s business,
including claims based on ratings assigned by Msodftanagement periodically assesses the Compéiapitities and contingencies in
connection with these matters, based upon thet lafesmation available. For those matters wheeeglobable amount of loss can be
reasonably estimated, the Company believes itd@mwded appropriate reserves in the consolidatesial statements. In other instances,
because of the uncertainties related to both thbgiie outcome and amount or range of loss, maramgesunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjussigsssments and estimates of such liabilities
accordingly.

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

Discussion of contingencies is segregated betweasetmatters that relate to Old D&B, its predeassand their affiliated companied ggacy
Contingencies”) and those that relate to Moody'sihesss and operations (“Moody’s Matters”).

Legacy Contingencies

To understand the Company’s exposure to the paldiatbilities described below, it is importantuaderstand the relationship between
Moody’s and New D&B, and the relationship among N@&B and its predecessors and other parties whioutih various corporate
reorganizations and related contractual commitmérage assumed varying degrees of responsibilitly meispect to such matters.

In November 1996, The Dun & Bradstreet Corporatfonugh a spin-off separated into three separaiégcompanies: The Dun & Bradstreet
Corporation, ACNielsen Corporation (“ACNielsen”)da@ognizant Corporation (“Cognizant”) (the “1996sBibution”).

In June 1998, The Dun & Bradstreet Corporationufgtoa spin-off separated into two separate publicganies: The Dun & Bradstreet
Corporation and R.H. Donnelley Corporation (“Donegl) (the “1998 Distribution”). During 1998, Cogrant through a
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spin-off separated into two separate public comgmriMS Health Incorporated (“IMS Health”) and Nieh Media Research, Inc. (“NMR”). In
September 2000, The Dun & Bradstreet Corporatiaid'D&B”) through a spin-off separated into two aegte public companies: New D&B
and Moody'’s, as further described in Note 1 toGloenpany’s consolidated financial statements, Dpson of Business and Basis of
Presentation.

Information Resources, Inc

In 1996, Information Resources, Inc. (“IRI") filedcomplaint in the United States District Courttloe Southern District of New York, naming
as defendants the corporation then known as The&DBradstreet Corporation, A.C. Nielsen Compang\fasidiary of ACNielsen) and IMS
International, Inc. (a subsidiary of the compargrtiknown as Cognizant). At the time of the filifglee complaint, each of the other
defendants was a subsidiary of The Dun & Bradstteeporation.

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 tortiousrifgience with a contract and a claim of tortiougiiference 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 beumed by the defendants and that the defendante@diSRG to breach that agreement.

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

Discovery in this case is ongoing and no trial dets been set.

In connection with the 1996 Distribution, Cognizah€Nielsen and The Dun & Bradstreet Corporatiotessd into an Indemnity and Joint
Defense Agreement (the “Indemnity and Joint Defehgeement”) pursuant to which they have agreetb(gertain arrangements allocating
potential liabilities (“IRI Liabilities”) that mayrise out of or in connection with the IRI actiamdgii) to conduct a joint defense of such action.
In particular, the Indemnity and Joint Defense Asgnent provides that ACNielsen will assume exclu$iadgility for IRI Liabilities up to a
maximum amount to be calculated at such time als kalgilities, if any, become payable (the “ACN Maxum Amount”), and that The Dun &
Bradstreet Corporation and Cognizant will shariliiy equally for any amounts in excess of the A®dximum Amount. The ACN

Maximum Amount will be determined by an investmbanking firm as the maximum amount that ACNielseable to pay after giving effect
to (i) any plan submitted by such investment bdnalt ts designed to maximize the claims-paying gbdf ACNielsen without impairing the
investment banking firm’s ability to deliver a vility opinion (but which will not require any acticrequiring shareholder approval), and

(i) payment of related fees and expenses. Foethagposes, financial viability means the abilifyA€Nielsen, after giving effect to such plan,
the payment of related fees and expenses and yinegod of the ACN Maximum Amount, to pay its debsstlaey become due and to finance
current and anticipated operating and capital reguents of its business, as reconstituted by slarh for two years from the date any such
plan is expected to be implemented. In 2001, ACGMielmerged with VNU N.V. Pursuant to the Indemaitg Joint Defense Agreement, VNU
is to be included with ACNielsen for purposes diedmining the ACN Maximum Amount, and VNU assumedMielsens liabilities under thi
agreement.

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

As a result of their 1998 separation and pursuattie related distribution agreement, IMS Healtth BiIMR are each jointly and severally lia
for all Cognizant liabilities under the IndemnitygchJoint Defense Agreement. In 1999, NMR was aeguiry VNU N.V. and VNU assumed
NMR’s liabilities under the Indemnity and Joint Defesgreement.

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 Indemrétyd Joint Defense Agreement. Howe
as between themselves, each of New D&B and Moaodifide responsible for 50% of any payments to tmdmwith respect to the IRI action
pursuant to the 1998 Distribution Agreement, ingtgdegal fees or expenses related thereto.

Management is unable to predict at this time thalfoutcome of the IRI action or whether the resotuof 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.
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Legacy Tax Matter:

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mesis, including through tax-free
restructurings of both their foreign and domespemtions. These initiatives are subject to nomaalkew by tax authorities.

Pursuant to a series of agreements, as betweesehas, IMS Health and NMR are jointly and sevgrhdible to pay one-half, and New D&B
and Moody’s are jointly and severally liable to ghg other half, of any payments for taxes, peemkind accrued interest resulting from
unfavorable IRS rulings on certain tax matters fgkiog the matter described below as “Amortizattbqpense Deductions” for which New
D&B and Moody'’s are solely responsible) and certgtrer potential tax liabilities after New D&B and/Moody’s pays the first $137 million,
which amount was paid in connection with the mattescribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursuta the terms of the related Distribution Agreemé&lew D&B and Moody's have,
between themselves, agreed to each be financedponsible 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 foregoindnree specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2002, New D&B receiaddotice of Proposed Adjustment from the IRS wébpect to a partnership transaction
entered into in 1993. In this Notice, the IRS pregubto disallow certain royalty expense deductaasned by Old D&B on its 1994, 1995 and
1996 tax returns. New D&B disagrees with the positiaken by the IRS in its Notice and filed a rexgiee brief to this effect with the IRS. In
addition, the IRS recently indicated that it magess penalties on this matter. If the IRS wersdoé a formal assessment consistent with the
Notice (and including penalties), and were to pildadts position, then New D&B would be requirénl pay the assessment. If New D&B w:
to challenge the assessment in U.S. District Cainier than in U.S. Tax Court, then a payment efdisputed amount would be required in
connection with such challenge. Should any suclmesys be made by New D&B, then pursuant to thegerhthe 2000 Distribution
Agreement, Moody’s would have to pay to New D&B56% share. The Company estimates that its shateatquired payment to the IRS
could be up to approximately $55 million (includipgnalties and interest, and net of tax benefilepdy’s also could be obligated for future
interest payments on its share of such liability.

In a related matter, New D&B has received a Prelany Summary Report from the IRS stating its iritento ignore the partnership structure
that had been established and reallocate to Old D&Bme and expense items that had been claiméltegpartnership tax return for 1996. If
the IRS were to issue a formal assessment consigittnthe Report and were to prevail in this mattken New D&B would be required to p
the assessment. If New D&B were to challenge tBessnent in U.S. District Court rather than in U.& Court, then a payment of the
disputed amount would be required in connectiomsitch challenge. Moody'estimates that its share of the exposure toRBefdr this matte
could be up to approximately $46 million (includipgnalties and interest, and net of tax benefisth exposure could be in addition to the
amount described in the preceding paragraph.

Amortization Expense Deductic

The IRS has requested from New D&B documentatidh vaspect to a transaction executed in 1997 thalloesult in amortization expense
deductions from 1997 through 2012. It is possibl the IRS could ultimately challenge these dédnstand that New D&B could make
payments to the IRS related to previously claimeduttions. In that event, Moody’s would be requitepay to New D&B its 50% share of
New D&B'’s payments to the IRS. In addition, should New Dé&iBcontinue claiming the amortization deductionduture tax returns,
Moody’s would be required to repay to New D&B ancamt equal to the discounted value of its 50% sbétbke related future tax benefits.
New D&B had paid the discounted value of future iaxefits from this transaction in cash to Ma's at the Distribution Date. Management
estimates that the Company’s current potential suporelated to this matter is $89 million (inchglipenalties and interest, and net of tax
benefits). This exposure could increase by apprateiy $3 million to $6 million per year, dependioig actions that the IRS may take with
respect to assessments and on whether New D&Breegiclaiming the amortization deductions on iksrédurns.

Utilization of Capital Losses

The IRS has completed its review of the utilizatidrcertain capital losses generated during 19891890. On June 26, 2000, the IRS, as part
of its audit process, issued a formal assessmehtragpect to the utilization of these capital éssand Old D&B
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responded by filing a petition for a refund in theS. District Court on September 21, 2000, afterghyments described below were made.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflectestl$ million of tax and interest due. (
D&B paid the IRS approximately $349.3 million ofglamount on May 12, 2000; 50% of such paymentallasated to Moody’s and had
previously been accrued by the Company. IMS Heaaftrmed Old D&B that it paid to the IRS approxiragt $212.3 million on May 17, 20C
The payments were made to the IRS to stop furttterést from accruing, and New D&B is contesting RS’ assessment. New D&B has
indicated that it would also contest the assesswfgognalties or other amounts, if any, in excdgh®amounts paid. With the possible
exception of the matter described in the followssgtence, Moodg does not anticipate any further income stateriestges or cash paymel
related to IRS assessments for this matter. IfR&were to disallow prior deductions of all tractéan costs associated with this matter,
Moody’s estimates that its exposure for its shédith® additional taxes, penalties and interest ¢ghéax benefits) on this matter would be
approximately $5 million.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NMRIer their 1998 distribution
agreement (the “IMS/NMR Agreement”). NMR paid IM&&lth less than the amount sought by IMS Healtreutite IMS/NMR Agreement
and, in 2001, IMS Health filed an arbitration predig against NMR to recover the difference. IMSltresought to include Old D&B in this
arbitration, arguing that if NMR should prevailite interpretation of the IMS/NMR Agreement, théAS Health could seek the same
interpretation in an alternative claim against O&IB. Neither Old D&B nor any of its predecessorssveaparty to the IMS/NMR Agreement
decision from the arbitration panel is expectedd03. If NMR should prevail in the arbitration agstiIMS Health and, in turn, IMS Health
should prevail against Old D&B, then the Companleves that the additional liability of Old D&B wtdibe approximately $15 million, net
tax benefits. Under the terms of the 2000 DistidoutMoody’s and New D&B would each be responsibleone-half of such amount, or
approximately $7.5 million. The Company believesttiine claim asserted against Old D&B by IMS Headtivithout merit. As such, no
amount in respect of this matter has been accrudtkifinancial statements.

Summary of Moody’s Exposure to Three Legacy Taxek&at

The Company has considered the range and prolyatifilgotential outcomes related to the three legagymatters discussed above and
believes that it has adequate reserves recordéxidonsolidated financial statements for its ptba@xposures in these matters. However, it is
possible that these matters could be resolved ouats that are greater than the Company has resemnéch could result in material charges
to Moody’s future reported results. In addition, the cadtaga resulting from these matters, which the Comypaurrently estimates could be
much as $202 million, could be material and couoktéase with time as described above. Such amaeastmbt include potential penalties
related to the payments made in May 2000 concendtilization of Capital Losses.

Moody’s Matters
L'Association Francaise des Porteurs d’ Emprunts$ess

On June 20, 2001 a summons was served in an dotoight by L’Association Francaise des PorteulSrdprunts Russes (“AFPER”) against
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, kee. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrattp the 1917 Bolshevik Revolution, makes claegsinst Moody’s France SA and
Standard & Poor’s SA for lack of diligence and pnde in their ratings of Russia and Russian debesl996. AFPER alleges that, by failing
to take into account the post-Revolutionary repiimlieof pre-Revolutionary Czarist debt by the Sbgevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegat@encies enabled the Russian Federation to mesuelebt without repaying the old
obligations of the Czarist government. Alleginghfoiind several liability, AFPER seeks damages ob 8 billion (approximately U.S.

$2.9 billion as of December 31, 2002) plus legatsoMoody'’s believes the allegations lack legdbetual merit and intends to vigorously
contest the action. As such, no amount in respgettiomatter has been accrued in the financiaéstants of the Company.

Dividends

Since the fourth quarter of 2000, the Company laéd @ quarterly dividend of 4.5 cents per shar®lobdy’s common stock, resulting in
dividends paid per share of 18.0 cents in 20022804, and 4.5 cents in 2000. Prior to the fourthrtgr of 2000, when Moody’s was a
subsidiary of Old D&B, the Company did not pay demnds directly to Old D&B shareholders.
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In December 2002, the Company’s Board of Directieslared a first quarter 2003 dividend of 4.5 c@eisshare, payable on March 10, 2003
to shareholders of record on February 20, 2003.pHyenent and level of cash dividends by Moody’sagdbrward will be subject to the
discretion of Moody’s Board of Directors.

Common Stock Information

As described above in “Item 1—Business—Backgroutitl,2000 Distribution was completed on SeptemBefB800. As of October 3, 2000
the Company’s common stock began trading on the Xemk Stock Exchange under the symbol “MCO”. Thielésbelow indicates the high
and low sales price of the Company’s common stockthe dividends paid for the periods shown. Thalmer of registered shareholders of
record at January 31, 2003 was 5,073.

Price Per Share

Dividends Paid

High Low Per Share

From October 3, 2000 through December 31, 2  $28.8¢  $22.6: $0.04¢

| | |
2001:
First quarte $29.11  $25.4¢ $0.04¢
Second quarte $34.8¢8  $26.11 $0.04¢
Third quartel $37.0C $30.6( $0.04¢
Fourth quarte $41.1C  $31.4¢ $0.04¢
Year ended December 31, 2C $41.1C  $25.4¢ $0.18(

| | |
2002:
First quarte $42.0C  $35.8( $0.04¢
Second quarte $51.7¢  $39.9¢ $0.04¢
Third quartel $52.4C  $41.0( $0.04¢
Fourth quarte $50.4¢  $39.8( $0.04¢
Year ended December 31, 2C $52.4(C  $35.8( $0.18(¢

| | |

Fees of Independent Accountants
Audit Fees

The aggregate fees billed for professional servieadered for the audit of the Company’s annualrfaial statements for the years ended
December 31, 2002 and 2001, and for the reviewefihancial statements included in the Companygpdits on Forms 10-Q andkg-and for
statutory audits of non-U.S. subsidiaries were axiprately $0.9 million (including $0.3 million incred but not billed in 2002) and

$0.6 million, respectively, all of which was atitable to PricewaterhouseCoopers LLP.

Audit-Related Fees

The aggregate fees billed for audit-related sesvieadered to the Company by PricewaterhouseCobpé¥$or the years ended December 31,
2002 and 2001 were approximately $0.4 million a@di$nillion, respectively. Such services includedusition due diligence reviews and
related audits, employee benefit plan audits, iv@kecontrol reviews, and consultations concerningrfcial accounting and reporting standards.

Tax Fees

The aggregate fees billed for tax services renderéide Company by PricewaterhouseCoopers LLPh@years ended December 31, 2002
2001 were approximately $0.6 million and $2.4 nailli(including $0.2 million incurred but not billéd 2001), respectively. Tax services
rendered by PricewaterhouseCoopers LLP principalted to expatriate tax services and tax comgudind compliance. Fees for tax
consulting and compliance in 2001 principally wgreonnection with Moody'’s transition to an indegent company after its spin-off from
Old D&B.

All Other Fees

The aggregate fees billed for all other servicesleeed to the Company by PricewaterhouseCooperdail he years ended December 31,
2002 and 2001 were approximately $0.2 million a@B$nillion, respectively. Such fees principallyated to dat:
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entry services provided to the Compangatings business. The Company does not anticipatdricewaterhouseCoopers LLP will provide
future services in this area.

Forward-Looking Statements

Certain statements contained in this annual regrofform 10-K are forward-looking statements andbased on future expectations, plans and
prospects for Moody’s business and operationsitivalve a number of risks and uncertainties. Thaiagements appear in the section entitled
“Outlook” under Item 7. “Management’s Discussiordamnalysis of Financial Condition and Results ofe@giions,”"commencing at page 13
this annual report on Form 10-K and elsewhere énctintext of statements containing the words “bel&, “expects”, “anticipates” and other
words relating to Moody'’s views on future eventsntls and contingencies. The forward-looking stategsand other information are made as
of the date of this annual report on Form 10-Ktfer year ended December 31, 2002, and the Compselgichs any duty to supplement,
update or revise such statements on a going-forbasds, whether as a result of subsequent develignehanged expectations or otherwise.
In connection with the “safe harbor” provisionstioé Private Securities Litigation Reform Act of B9%he Company is identifying certain
factors that could cause actual results to differhaps materially, from those indicated by thesedrd-looking statements. Those factors
include, but are not limited to, changes in theunoé of debt securities issued in domestic andfvajlcapital markets; changes in interest «
and other volatility in the financial markets; pitbs loss of market share through competition;adtrction of competing products or
technologies by other companies; pricing pressinoes competitors and/or customers; the potentiatrgmnce of government-sponsored credit
rating agencies; proposed U.S., foreign, statel@ral legislation and regulations, including thoskting to Nationally Recognized Statistical
Rating Organizations; the possible loss of key eyges to investment or commercial banks or elsesvaed related compensation cost
pressures; the outcome of any review by controlitngauthorities of the Company’s global tax plagninitiatives; the outcome of those tax
and legal contingencies that relate to Old D&B pitsdecessors and their affiliated companies fdackvthe Company has assumed portions of
the financial responsibility; the ability of the @pany to successfully integrate the KMV and MRMSihasses; a decline in the demand for
credit risk management tools by financial institas. These factors and other risks and uncertaittia could cause Moody’s actual results to
differ significantly from management’s expectatipage described in greater detail in “Managemedissussion and Analysis of Financial
Condition and Results of Operations — Additionattees That May Affect Future Resultahd in other reports of the Company filed from t

to time with the Securities and Exchange Commission

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Information in response to this Item is set fortider the caption “Market Risk” in Part I, Item ¥tbis annual report on Form 10-K.
ITEM 8. FINANCIAL STATEMENTS

INDEX TO FINANCIAL STATEMENTS

PAGE(S)
Report of Independent Accountal 32
Consolidated Financial Statemer
Consolidated Balance Sheets as of December 31, &00)2001] 34
For the years ended December 31, 2002, 2001 ar@l
Consolidated Statements of Operati 33
Consolidated Statements of Cash Flc 35
Consolidated Statements of Sharehol' Equity 36
Notes to Consolidated Financial Stateme 37-59

Schedules are omitted as not required or licgipe or because the required information is joed in the consolidated financial stateme
including the notes thereto.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Shareholders and the Board of Directors of Mody’s Corporation:

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfeoge@tions, shareholders’ equity and
cash flows present fairly, in all material respetite financial position of Moody’s Corporation aitslsubsidiaries at December 31, 2002 and
2001, and the results of their operations and ttesh flows for each of the three years in theggeended December 31, 2002 in conformity
with accounting principles generally accepted m thmited States of America. These financial statémare the responsibility of the
Company’s management; our responsibility is to egpran opinion on these financial statements h@asedr audits. We conducted our audits
of these statements in accordance with auditingdstals generally accepted in the United Statesnoérica, which require that we plan and
perform the audit to obtain reasonable assuranaetathether the financial statements are free dére misstatement. An audit includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesp@ssessing the accounting principles used
and significant estimates made by management, \ealdaing the overall financial statement preseéomatWe believe that our audits provide a
reasonable basis for our opinion.

As discussed in Note 2 to the consolidated findrstetiements, on January 1, 2002, the Company edapé provisions of Statement of
Financial Accounting Standards No. 141, “Businesm@inations” and Statement No. 142, “Goodwill anti€d Intangible Assets.”

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
New York, New York
February 4, 2003
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MOODY'’'S CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in millions, except per share data)

Year Ended December 31

2002 2001 2000
Revenue $1,023.: $796.7  $602.:
Expenses
Operating 285.% 239.¢ 189.¢
Selling, general and administrati 175.: 141.¢ 107.€
Depreciation and amortizatic 24.¢ 17.C 16.€
Total expense 485.2 398.2 313.¢
Operating income 538.1 398.t 288.t
Interest expense, n (21.2) (16.5) (3.6)
Other nor-operating income (expense), | 0.t (0.2 (0.9
Non-operating expense, n (20.7) (16.€) (4.5)
Income before provision for income ta» 517. 381.¢ 284.(
Provision for income taxe 228.t 169.7 125.5
Net income $ 288.¢ $212.2  $158.
I | |
Earnings per share
Basic $ 1.8¢ $ 13 $0.9¢
Diluted $ 1.8¢ $ 132 $0.97
Weighted average shares outstandin
Basic 153.¢ 157.¢ 161.7
Diluted 157.f 160.Z 163.(

The accompanying notes are an integral patieotonsolidated financial statements.
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CONSOLIDATED BALANCE SHEETS
(dollar amounts in millions, except per share data)

Assets
Current assett
Cash and cash equivalel

Accounts receivable, net of allowances of $16.2002 and $27.3 in 20(C

Other current asse

Total current asse
Property and equipment, r
Prepaid pension cos
Goodwill
Intangible assets, n
Other asset

Total asset

Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit
Bank borrowings
Deferred revenu

Total current liabilities
Non-current portion of deferred reven
Notes payabl
Other liabilities

Total liabilities

MOODY’'S CORPORATION

Commitments and contingencies (Notes 13 anc

Shareholder equity:

Preferred stock, par value $.01 per share; 10,000s8ares authorized; no sha

issued and outstandir

Series common stock, par value $.01 per sharef@@O0 shares authorized; no sh

issued and outstandir

Common stock, par value $.01 per share; 400,00G08fks authorized; 171,451,1:

shares issued and outstanding at December 31,@D2001

Capital surplut
Retained earnings (defici

Treasury stock, at cost; 22,560,826 and 17,043h&8s of common stock

December 31, 2002 and 2001, respecti

Cumulative translation adjustme

Total shareholde’ equity

Total liabilities and sharehold¢ equity

The accompanying notes are an integral patieotonsolidated financial statements.
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December 31

2002 2001
$ 39.¢ $163.
178.1 148.2
54.% 59.€
272.: 371.
50.€ 42.¢
59.% 57.2
126. 6.C
84. 4.3
37.¢ 23.
$ 630.¢ $ 505.
| [ |
$ 184.¢ $ 236.¢
107.1 —
170.C 122.2
462. 359.
28.F 19.€
300.( 300.(
167. 130.2
957.¢ 809.F
1.7 1.7
45.F 43.7
221.¢ (39.9)
(597.7) (307.9)
1.7 2.7)
(327.0) (304.9)
$ 630.¢ $ 505.
| ]
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MOODY'’'S CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in millions)

Year Ended December 31

2002 2001 2000
Cash flows from operating activities
Net income $ 288.¢ $212.2 $ 158.¢
Reconciliation of net income to net cash providgaperating activities
Depreciation and amortizatic 24.¢€ 17.C 16.€
Deferred income taxe (3.6) (0.8 (2.3
Tax benefits from exercise of stock optic 27.5 15.1 2.€
Write-off of computer software, property and equipmr 1.3 0.6 0.3
Write-off of acquired i-process research and developn 1.1 — —
Impairment of investments in affiliati — 3.4 —
Changes in assets and liabiliti
Accounts receivabl (16.€) (47.€) (14.¢)
Other current asse (1.0 3.7 28.2
Prepaid pension cos (2.2 (3.9 4.7
Other asset (1.6) (2.9 0.c
Accounts payable and accrued liabilit (66.€) 101.¢ (138.¢)
Deferred revenu 34.¢€ 24.¢ 16.Z
Other liabilities 48.2 5.1 6.4
Net cash provided by operating activit 334.¢ 321.¢ 70.2
Cash flows from investing activities
Net capital addition (18.1) (14.¢) (14.9
Acquisitions (net of cash acquired) and investmantdfiliates (205.7) (15.2) (17.9
Other 0.2 — (1.8)
Net cash used in investing activiti (223.6) (30.0 (33.6)
Cash flows from financing activities
Proceeds from issuance of na — — 300.(
Proceeds from bank borrowin 188.1 — —
Repayments of bank borrowin (81.0) — —
Proceeds from stock pla 54.C 47.¢ 10.1
Cost of treasury shares repurcha (369.9) (267.€) (71.9)
Payment of dividend (27.€) (28.9) (7.2
Net distributions to Old D&E — — (152.7)
Net cash (used in) provided by financing activi (236.6) (248.)) 79.C
Effect of exchange rate changes on cash and casaénts 2.1 0.8 0.1
(Decrease) increase in cash and cash equive (123.9) 44.1 115.7
Cash and cash equivalents, beginning of the pi 163.Z 119.1 3.4
Cash and cash equivalents, end of the pe $ 39.¢ $ 163.2 $ 119.1
L] L] I

The accompanying notes are an integral patieotonsolidated financial statements.
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MOODY'’'S CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(amounts in millions)

Common Stock Retained Cumulative Treasury Stock Total
Capital  Earnings Translaton —————————————— Shareholder¢ Comprehensive
Shares Amount Surplus  (Deficit) Adjustment Shares Amount Equity Income
Balance at January 1, 200! 1718 $1.7 $ — $(222.9) $(2.9 (10668 — $(223.)
Net income 158.t 158.t $158.5
Dividends paic (7.2 (7.2
Proceeds from stock plans, including
tax benefits 12.7 12.7
Net change in Old D&B treasury sto
prior to the Distribution Dat 1.6
Net treasury stock activity after tl
Distribution Date (4.8) 2.0y (67.0 (71.9)
Currency translation adjustme 0.t 0.5 0.5
Net distributions to Old D&E (152.7) (152.7)
Comprehensive incorr $159.(
Balance at December 31, 20C 1718 1.7 7.8 (223.9) (1.9 (11.00 (67.0 (282.5
Net income 212.2 2122 $212.%
Dividends paic (28.9) (28.9)
Proceeds from stock plans, including
tax benefits 62.¢ 62.€
Net treasury stock activil (27.7) (6.0) (240.5 (267.6)
Currency translation adjustme (0.9 (0.9 (0.8)
Comprehensive incormr $211.¢
|
Balance at December 31, 20C 171t 1.7 43.7  (39.9) (2.7) (7.0 (307.5 (304.7)
Net income 288.¢ 288.¢ $288.¢
Dividends paic (27.¢) (27.¢)
Proceeds from stock plans, including
tax benefits 81.t 81.t
Net treasury stock activil (79.7) (5.6) (290.2) (369.9
Currency translation adjustme 4.4 4.4 4.4
Comprehensive incorr $293.:
|
Balance at December 31, 20C 1715 $1.7 $45& $221.¢ $1.7 (22.€) $(597.7) $(327.0)
| | I I | I I L]

The accompanying notes are an integral patieotonsolidated financial statements.
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MOODY’'S CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
TABULAR AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA

Note 1 Description of Business and Basis of Presatibn

Moody’s Corporation (“Moody’s” or the “Company”) & provider of credit ratings, research and analgsiering debt instruments and
securities in the global capital markets and a iglenvof quantitative credit assessment serviceslittraining services and credit process
software to banks and other financial institutidieody’s operates in two reportable segments: M®bhwestors Service and Moody’s KMV.
Moody’s Investors Service publishes rating opinionsa broad range of credit obligations issuedoimelstic and international markets,
including various corporate and governmental olidges, structured finance securities and commepagker programs. It also publishes
investor-oriented credit research, includingdepth research on major issuers, industry studpesial comments and credit opinion handbao
The Moody’s KMV business, which consists of the timed businesses of KMV LLC and KMV Corporation {/K/"), acquired in April

2002, and Moody’s Risk Management Services, dewedopl distributes quantitative credit assessmewices for banks and investors in
credit-sensitive assets, credit training services@edit process software.

The Company operated as part of The Dun & Brads@egporation (“Old D&B”) until September 30, 200e “Distribution Date”), when

Old D&B separated into two publicly traded comparieMoody’s Corporation and The New D&B CorporatiNgw D&B”). At that time,

Old D&B distributed to its shareholders shares eflND&B stock. New D&B comprised the business of O®IB’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 credit risk management services floedy’s Business”) and was renamed “Moody’s Corfiord. The method by which Old
D&B distributed to its shareholders its shares eflND&B stock is hereinafter referred to as the ‘@@stribution”.

For purposes of governing certain ongoing relatiqps between the Company and New D&B after the 2DB&ibution and to provide for an
orderly transition, the Company and New D&B entered various agreements including a Distributiogréement, Tax Allocation Agreeme
Employee Benefits Agreement, Shared Transactiovi&er Agreement, Insurance and Risk Managemenic@snAgreement, Data Services
Agreement and Transition Services Agreement.

Pursuant to the terms of the Distribution Agreemtr@ Company retained all of the assets and fiisilrelated to the Moody’s Business and
New D&B retained all of the assets and liabilitetated to the D&B Business. The financial statetsiérclude allocations of certain Old D&
corporate headquarters assets and liabilitiesnbet transferred from Old D&B at the Distributioate, as well as allocations of certain
expenses for employee benefits, centralized sexdnd corporate overhead that were provided byD@4B for periods prior to the Distributic
Date. Although management believes these expelmmtebns were reasonable, they are not necessadiilyative of the costs that would have
been incurred if the Company had performed or abthihese services as a separate entity. Thesatidlos, included in the consolidated
statements of operations, totaled $13.3 millioB000. The consolidated financial statements reflexfinancial position, results of operations
and cash flows of the Company as if it were a sepagntity for all periods presented.

Note 2 Summary of Significant Accounting Policies
Basis of Consolidatior

The consolidated financial statements include tloidddoody’s Corporation and its majority- and whetiwned subsidiaries. The effects of all
intercompany transactions have been eliminatecsiments in companies over which the Company lgasfisant influence but not a
controlling interest are carried on an equity basigestments for which the Company does not hhgebility to exercise significant influence
over operating and financial policies are carriadhe cost basis of accounting.

Cash and Cash Equivalents

Cash equivalents principally consist of investmémt®ioney market funds, short-term certificatesl@posit and commercial paper with
maturities of three months or less when purchdsgerest income on cash and cash equivalents wasndiion and $6.5 million, respectively,
for the years ended December 31, 2002 and 2001.
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Property and Equipmen

Property and equipment are stated at cost andegredated using the straight-line method over thgimated useful lives, typically three to
ten years for office and computer equipment andefiurniture and fixtures, and seven to forty gef@r buildings and building improvements.
Expenditures for maintenance and repairs that dextend the economic useful life of the relateseésare charged to expense as incurred.
Gains and losses on disposals of property and egaripare reflected in the consolidated statemdniperations. Leasehold improvements are
amortized over the shorter of the term of the leagbe estimated useful life of the improvement.

Computer Software

Costs for the development of computer softwarewhbe sold, leased or otherwise marketed arétaliged when technological feasibility t
been established in accordance with Statementainial Accounting Standards (“SFAS”) No. 86, “Aaating for the Costs of Computer
Software to Be Sold, Leased, or Otherwise Market&tiese assets primarily relate to the developrokotedit process software and
guantitative credit assessment products to bedetto customers. The capitalized costs generafigist of professional services provided by
third parties and compensation costs of employestsdievelop the software. These costs are amontizedstraight-line basis over three years,
which approximates their useful life, and are régm@at the lower of unamortized cost or net reblz&alue. At December 31, 2002 and 2001,
such amounts, included in other assets in the didiased balance sheets, were $9.1 million and $6lidon, respectively, net of accumulated
amortization of $7.8 million and $5.5 million, resgpively. Other assets at December 31, 2002 adodad $14.2 million, net of accumulated
amortization of $2.9 million, of acquired softwassulting from the April 2002 acquisition of KMV.rAortization expense for all such softw
for the years ended December 31, 2002, 2001 and &&6 $5.3 million, $2.1 million and $1.4 milliorespectively.

The Company capitalizes costs related to softwaveldped or obtained for internal use in accordavitie Statement of Position 98-1,
“Accounting for the Costs of Computer Software Deped or Obtained for Internal Use”. These assetfyded in property and equipment in
the consolidated balance sheets, relate to the @oyfgpaccounting, product delivery and other systeBuch costs generally consist of direct
costs of third party license fees, professionatises provided by third parties and employee corspgon, in each case incurred either during
the application development stage or in conneactith upgrades and enhancements that increase dmatdity. Such costs are depreciated over
their estimated useful lives, generally three e fyears. Costs incurred during the preliminanjguistage of development as well as
maintenance costs are expensed as incurred.

Long-Lived Assets, Including Goodwill and Other Acquiddntangible Assets

Intangible assets and other long-lived assetsesiewed for recoverability whenever events or clesnig circumstances indicate that the
carrying amount may not be recoverable. If thewsted undiscounted future cash flows are lower tharcarrying amount of the asset, a loss
is recognized for the difference between the cag@mount and the estimated fair value of the asset

Effective January 1, 2002, the Company adopted SNASL41, “Business Combinations” and SFAS No. I@&yodwill and Other Intangible
Assets”. SFAS No. 141 requires all business contioing to be accounted for using the purchase methnder SFAS No. 142, goodwill and
other intangible assets with indefinite lives aodlanger amortized but are tested for impairmentatly, or more frequently if impairment
indicators arise. This testing requires the Compargstimate the fair value of its applicable idféed reporting units based on the present v
of the expected future cash flows of the unitshéf book value of a reporting unit exceeds theregid fair value of the unit, a write-down of
goodwill is required. The Company completed iteisiional impairment testing during the second tgrasf 2002 and its annual impairment
testing as of November 30, 2002. In each testeghienated fair values of the reporting units exeeettheir book values and therefore no write-
down of goodwill was required.

Stock-Based Compensation

In 2002 and prior years, the Company measureddbsedt its stock-based compensation plans usingthiasic value approach under
Accounting Principles Board (“APB”) Opinion No. 2&ther than applying the fair value method provisiof SFAS No. 123, “Accounting for
Stock-Based Compensation” (“SFAS No. 123"). Accogly, the Company has not recognized compensakiperee related to stock options
and its employee stock purchase plan (“Stock-B&dans”).

Had compensation expense for Moody’s Stock-Basandsibeen determined based on the fair value gfréime dates for awards under those
plans consistent with the method required by SFASI®23, Moody’s net income and earnings per shanddvhave been reduced to the pro
forma amounts shown below:
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Year Ended December 31

2002 2001 2000
Net income:
As reportec $288.¢ $212.2 $158.£
Stock-based compensation plan expense
determined under the fair value method,
of tax (14.9 (9.6 (6.9
Pro forma $274.5 $202.€ $151.€
| | |
Basic earnings per shai
As reportec $ 1.8¢ $ 1.3t $ 0.9¢
Pro forma $ 1.7¢ $ 1.2¢ $ 0.9
Diluted earnings per shat
As reportec $ 1.8¢ $ 1.32 $ 0.97
Pro forma $1.74 $ 1.2¢ $ 0.92

The pro forma disclosures shown above are not septative of the effects on net income and earrpegshare in future years.

The pro forma net income and earnings per shareiarathat relate to stock options for periods ptiothe Distribution Date relate to the fair
value of the Old D&B options held by Moody’s empé®s. Pro forma amounts subsequent to the Diswibiate relate to Moody’s options
held by Moody’s employees and New D&B employees r@tidees and reflect an increase in fair valuetdughanges in assumptions for
Moody’s stock options. Post-distribution, such gase is reflected in income immediately for vestetions and spread over the remaining
vesting period for converted unvested options.$ate 9 for further information on the treatmenstidick options in connection with the 2000
Distribution. Pro forma net income includes charge$2.5 million, $2.5 million and $2.4 million 2002, 2001 and 2000, respectively, rela
to New D&B employees and retirees.

The fair value of stock options used to computepttteforma net income and earnings per share distds is the estimated present value at
grant date using the Black-Scholes option-priciraged, with the following weighted average assumpio

2000

After Conversion at
2002 2001 Distribution Distribution
Expected dividend yiel 0.41% 0.56% 0.72% 0.72%
Expected stock volatilit 25% 25% 25% 25%
Risk-free interest rat 4.1% 4.27% 5.94% 5.7%
Expected holding peric 45 yrs 4.5 yrs 4.5 yrs 3.0yrs

In 2000 prior to the Distribution Date, the follawg weighted average assumptions were used: expeividdnd yield of 2.40%, expected stc
volatility of 30%, risk-free interest rate of 6.69%nd expected holding period of five years.

The estimated weighted average fair value of Mosdaytions granted in 2002 and 2001 was $10.97 ar88grespectively. The estimated
weighted average fair value of Moody'’s options gedrafter the Distribution Date in 2000 was $8.Pide estimated weighted average fair
value of Old D&B options granted in 2000 prior hetDistribution Date was $8.66.

On January 1, 2003, the Company adopted, on agtige basis, the fair value method of accountorgsfock-based compensation under
SFAS No. 123, as amended by SFAS No. 148, “Accagrtr Stock-Based Compensation - Transition aretbbsure - an amendment of

FASB Statement No. 123". Therefore, employee stitions granted on and after January 1, 2003 wikkxpensed by the Company over the
option vesting period, based on the estimatedvidire of the award on the date of grant. In addjt&hares issued to participants in the
Company’s employee stock purchase plan will be esgeé by the Company based on the discount froom#rket price received by the
participants on the date of issuance. Using whatibmpany believes are reasonable assumptionfiariiack-Scholes option pricing model,
the estimated impact of this change will be appr@tely $0.04 per diluted share in 2003. In futuzang, as this change in accounting becomes
fully phased in over the normal option vesting eygdurrently four years), the Company expectstti@earnings per share impact will be
greater.

Employee Benefit Plan

Moody’s employee pension and other post-retirerbenefit costs and obligations are dependent omgstsans concerning the outcome of
future events and circumstances, including compemsicreases, lor-term return on pension plan assets, health catereosls, discour



rates and other factors. In determining such assanmg the Company consults with outside actuaaiesother advisors where deemed
appropriate. In accordance with relevant accourgtagdards, if actual results differ from the Comps assumptions, such differences are
deferred and amortized over the estimated futunkiwg life of the plan participants. While the
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Company believes that the assumptions used in ttedselations are reasonable, differences in aexpérience or changes in assumptions
could affect the expenses and liabilities relatethe Company’s pension and other post-retiremenéfits. Following is a discussion of some
significant assumptions that the Company make®farchining costs and obligations for pension ameopost-retirement benefits.

. Discount rate assumptions are based on currerdsy@l high grade corporate lc-term bonds
. Salary growth assumptions are based on the Cor’s lon¢-term actual experience and future outlc
. Health care cost trend assumptions are based tmribéd market data, the neterm outlook and an assessment of likely -term trends

. Long-term return on pension plan assets is based oextiected future average annual return for eachmaaget class within the p’s
portfolio (which is principally comprised of equignd fixe«-income investments), over a Ic-term horizon

Revenue Recognitio

The Company recognizes revenue in accordance waffi A&ccounting Bulletin No. 101, “Revenue Recogmitin Financial Statements”. As
such, revenue is recognized when an agreemens gtkistservices have been provided and acceptdtelpustomer, fees are determinable and
the collection of resulting receivables is consédieprobable.

Revenue attributed to ratings of issued secuiigigenerally recognized when the rating is issiR&lenue attributed to monitoring activities is
recognized over the period in which the related ibooimg is performed, which is generally one yead @an be up to 30 years in certain cases,
mainly related to commercial mortgabaeked securities. Revenue related to annual teemdas such as frequent issuer program arrangs
and commercial paper programs is generally recegnimer the contract term, which is principally gmear. In recognizing revenue related to
ratings, Moody’s uses judgments to match billeceraie with services to be provided in the futurthmse circumstances where the Company
does not bill separately for such future servidégse judgments are generally not dependent ooutteme of future uncertainties, but rather
relate to allocating revenue across accountinggsri

Revenue from sales of research products and freditaisk management subscription products is reizegl over the related subscription
period, which is principally one year. Revenue friieanses of credit risk management software iegaly recognized at the time the product
is shipped to customers, as the Company’s obligatéme complete. Related maintenance revenueagmaed over the maintenance period,
which is generally one year.

Amounts billed in advance of providing the relagedducts or services are credited to deferred revamd reflected in revenue when earned.
The consolidated balance sheets reflect as culedatred revenue amounts that are expected tocbgmized within one year of the balance
sheet date, and as non-current deferred revenuerdsiiat are expected to be recognized over pegoghter than one year. Non-current
deferred revenue principally reflects monitoringddor commercial mortgage-backed securities tleab#éled when the related rating is issued.

Accounts Receivable Allowanci

Moody’s records as reductions of revenue provisfongstimated future adjustments to customernigi based on historical experience and
current conditions. Such provisions are reflecteddditions to the accounts receivable allowandgisements to and write-offs of receivables
are charged against the allowance. Moody's evalltgestimates on a regular basis and makes adjnst to its provisions and the accounts
receivable allowance as considered appropriate.

Selling, General and Administrative Expens

Selling, general and administrative expenses aaegeld to income as incurred. These expenses insludteitems as compensation for
corporate officers and staff and compensation d@her@xpenses related to sales of products. Itiatdades items such as office rent, business
insurance, professional fees and gains and lossesdales and disposals of assets.

Foreign Currency Translation

For all operations outside the United States whHaeCompany has designated the local currencyesftittional currency, assets and
liabilities are translated into U.S. dollars usemyl of year exchange rates, and revenue and exarestanslated using average exchange rate
for the year. For these operations, currency tediosi adjustments are accumulated in a separatpaoent of
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shareholders’ equity. Realized transaction gainklasses are reflected in other non-operating irc@empense), net. Transaction gains
(losses) were $0.3 million, ($0.1) million and @Pmillion in 2002, 2001 and 2000, respectively.

Comprehensive Income

Comprehensive income represents the change irssetssof a business enterprise during a periodadivansactions and other events and
circumstances from non-owner sources includingigoreurrency translation impacts. The requiredldmeres have been included in the
consolidated statements of shareholders’ equitg. gt effect of income taxes on comprehensive ircaas not significant for any period
presented.

Income Taxes

The Company accounts for income taxes under théitiamethod in accordance with SFAS No. 109, “Aoating for Income Taxes”.
Therefore, income tax expense is based on reportethe before income taxes, and deferred incomesteeflect the effect of temporary
differences between the amounts of assets anditiebthat are recognized for financial reportpgposes and the amounts that are recognizec
for income tax purposes.

Prior to the 2000 Distribution, the Company waduded in the federal and certain state and forgigome tax returns of Old D&B; however,
the provision for income taxes for the year endeddinber 31, 2000 has been calculated on a segaraiany basis. Moody’s share of
income taxes paid by Old D&B through the DistrilbatiDate have been reflected in the consolidateédrants of shareholders’ equity as net
distributions to Old D&B.

Fair Value of Financial Instruments

The Company'’s financial instruments include casishcequivalents, trade receivables and payablebamdborrowings, all of which are short-
term in nature and, accordingly, approximate faiue. The fair value of the Company’s long-termasgbayable is estimated using discounted
cash flow analyses based on the prevailing intemasés available to the Company for borrowing$ witnilar maturities. The carrying amount
and the estimated fair value of the notes payatizeaember 31, 2002 were $300.0 million and $34ilBon, respectively. At December 31,
2001, the carrying amount and the estimated fdirevaf the Company’s notes payable were $300.0anitind $324.3 million, respectively.

Concentration of Credit Risk

Financial instruments that potentially subject @@npany to concentration of credit risk principalynsist of cash and cash equivalents and
trade receivables.

Cash equivalents consist of investments in higHityuavestment grade securities within and outdite United States. By policy, the Comp
limits the amount it can invest with any one issdre Company manages its credit risk exposurdlbgading its cash equivalents among
various money market mutual funds, short-term fieaties of deposit or issuers of high-grade comimkpaper. As of December 31, 2002, the
Company did not maintain any derivative investmemtsngage in any hedging activities.

Credit is extended to customers based on an evatuatt their financial condition. No customer acoted for 10% or more of accounts
receivable at December 31, 2002 or 2001.

Earnings Per Share of Common Stox

In accordance with SFAS No. 128, “Earnings per 8hdrasic earnings per share is calculated basekeoweighted average number of shares
of common stock outstanding during the reportinggee Diluted earnings per share is calculatedrmgj\éffect to all potentially dilutive
common shares, assuming that such shares werarmlitg during the reporting period.

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethie United States of America requires
management to make estimates and assumptiondfiettthe reported amounts of assets and liakslitiee disclosure of contingent assets and
liabilities at the date of the financial statemeatsd the reported amounts of revenue and expelusies) the period. Actual results could differ
from those estimates. Estimates are used for, ddutmited to, revenue recognition, accounts
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receivable allowances, income taxes, contingeneasation of investments in affiliates, long-livadd intangible assets and goodwill, pension
and other post-retirement benefits, stock optians, depreciation and amortization rates for propemtd equipment and computer software.

Reclassifications
Certain reclassifications have been made to the paar amounts to conform to the current yearepridion.
Recently Issued Accounting Pronouncemel

In January 2003, the FASB issued Interpretation4¥0.“Consolidation of Variable Interest Entitiesvhich clarifies the application of
Accounting Research Bulletin No. 51, “Consolidakédancial Statements”. Interpretation No. 46 regglicertain variable interest entities to be
consolidated by the primary beneficiary of the tgrifithe equity investors in the entity do not kahe characteristics of a controlling financial
interest or do not provide sufficient equity akrfer the entity to support its activities. Inteepation No. 46 is effective for all variable intste
entities created after January 31, 2003. For viriaberest entities acquired or created priorgbriary 1, 2003, the provisions of Interpreta
No. 46 must be applied to the first interim or aalnperiod beginning after June 15, 2003. The Compules not expect the adoption
Interpretation No. 46 to have a material impacttsrfinancial position or results of operationscgirit currently does not have variable interest
entities.

In November 2002, the FASB issued Interpretation 48 “Guarantor’'s Accounting and Disclosure Reguients for Guarantees, Including
Indirect Guarantees of Indebtedness of Others&rjmetation No. 45 requires an entity to recogaizénitial liability for the fair value of an
obligation assumed by issuing a guarantee. Thagoovfor initial recognition and measurement o thability will be applied on a prospecti
basis to guarantees issued or modified after Deeeib 2002. The Company does not expect the aopfilnterpretation No. 45 to have a
material impact on its financial position or reswf operations.

In July 2002, the FASB issued SFAS No. 146, “Acdmgnfor Costs Associated with Exit or Disposal iittes”. This statement addresses
financial accounting and reporting for costs asaedi with exit or disposal activities and supersdimerging Issues Task Force Issue No. 94-
3, “Liability Recognition for Certain Employee Teimation Benefits and Other Costs to Exit an Acii\including Certain Costs Incurred in a
Restructuring)”. It requires that a liability foosts associated with an exit or disposal actigtich as severance and contract terminations, be
recognized and measured initially at fair valueyomhen such liability is incurred. SFAS No. 146&fective for exit or disposal activities that
are initiated after December 31, 2002. The Commhrgs not expect the adoption of SFAS No. 146 t@ leamaterial impact on its financial
position or results of operations.

In April 2002, the FASB issued SFAS No. 145, “Resitin of FASB Statements Nos. 4, 44 and 64, Amentofd=ASB Statement No. 13,
and Technical Corrections”. SFAS No. 145, amongothings, rescinds SFAS No. 4, which requiredjalhs and losses from the
extinguishment of debt to be classified as extrmany items and amends SFAS No. 13 to requireddgain lease modifications having
economic effects similar to sale-leaseback trafmasbe accounted for in the same manner as sadefack transactions. SFAS No. 145 is
effective for fiscal years beginning after May 2802. The Company does not expect the adoptiof-ASNo. 145 to have a material impact
on its financial position or results of operations.

Note 3 Reconciliation of Weighted Average Shares @atanding

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

2002 2001 2000

Weighted average number of sh—Basic 153.¢ 157.€ 161.7
Dilutive effect of shares issuable under stockamptrestricted stock ar

performance share pla 3.6 2.6 1.3
Weighted average number of shi—Diluted 157.t 160.z 163.(

Options to purchase 0.1 million and 8.0 million saof common stock were outstanding at Decembe?@11 and 2000, respectively, but
were not included in the computation of dilutednéags per share because the exercise prices ofogtitins were greater than the average
market price of the Company’s common stock durirgdpplicable period (the “antidilutive optionsThere were no antidilutive options
outstanding as of December 31, 2002.
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Note 4 Property and Equipment, Net

Property and equipment, net consisted of:

December 31

2002 2001
Land, building and building improvemer $ 242 $ 23.C
Office and computer equipme 37.2 41.F
Office furniture and fixture 19.t 15.2
Interna-use computer softwa 18.€ 14.C
Leasehold improvemen 31.€ 28.¢
Property and equipment, at c 131.t 123.¢
Less: accumulated depreciation and amortize (80.9 (80.5)
Property and equipment, r $ 50.€ $ 42.¢
| |

The consolidated statements of operations refleptatiation and amortization expense related talfove assets of $14.0 million,
$11.8 million and $12.8 million for the years end@ecember 31, 2002, 2001 and 2000, respectively.

In 2002, the Company retired fully depreciated &sgdth an original cost of approximately $18.0lioil. There was no income statement
impact from such retirement.

Note 5 Acquisitions

KMV

On April 12, 2002, Moody’s acquired the businessaaprising KMV. The acquisition will expand the gret offerings and customer base of
Moody'’s credit risk assessment business, whichpragiously operated by Moody’s Risk Management Bes: The results of KMV have
been included in Moody’s consolidated financiatet@ents since the acquisition date.

The aggregate purchase price of $212.6 million isted of $209.3 million in cash payments to théeseland $3.3 million in direct transaction
costs, primarily professional fees. The purchageepwas funded by using $128.3 million of Moody&sh on hand and $81.0 million of
borrowings under Moody’s existing bank credit lin€ee Company repaid those borrowings in the secomdter of 2002.

The acquisition has been accounted for as a puecBd®wn below is the purchase price allocation¢civBummarizes the fair values of the
assets acquired and liabilities assumed at theadatequisition.

Current asset $ 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 developn 1.1
Goodwill 118.:
Other asset 17.1
Liabilities assume: (32.0
Net assets acquire $212.€

In accordance with SFAS No. 142, the acquired galbhdmhich has been assigned to the Moody’'s KMV eegt, will not be amortized. In
accordance with FASB Interpretation No. 4, “Appbday of FASB Statement No. 2 to Business Combimad Accounted for by the Purchase
Method”, the $1.1 million allocated to acquiredgrecess research and development was written ofieidiately following the acquisition and
is included in selling, general and administratxpenses for the year ended December 31,
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2002. Current assets above includes acquired d&sh2million. Other assets include acquired safevof $16.0 million with a life of 5 years.
For income tax purposes, the excess of the purgivas=over the acquired net assets is expectbd tomortized over 15 years.

The following unaudited pro forma consolidated fingl information, for the years ended December2BD2 and 2001, reflect the acquisition
of KMV as if it had been consummated as of the teigig of each respective period, after giving dfteahe following adjustments:

(i) elimination of transaction related charges Hasg from the acquisition; (ii) amortization of qired intangible assets and software;

(iii) Moody’s financing costs for the transactiamgnsisting of interest expense that would have lm&nred on the $81 million of bank
borrowings and interest income that would have Besrgone on the balance of the purchase price(ighcelated income tax effects.

Year Ended December 31

2002 2001
Revenue $1,038.- $840.¢
Net income $ 288.( $205.¢
Diluted earnings per sha $ 1.8¢ $ 1.2¢

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

The unaudited pro forma consolidated financialinfation is presented for comparative purposes antyis not intended to be indicative of
the actual consolidated results of operationsulwatld have been achieved had the transaction bm@ummated as of the dates indicated
above, nor does it purport to indicate results thay be attained in the future.

Korea Investors Service

In August 1998, the Company made a 10% cost-bagéstment in Korea Investors Service (“KIS”), a Kan rating agency. In December
2001, the Company entered into a definitive agregrmeincrease its investment to just over 50%, ebst of $9.6 million with a contingent
payment of up to $5.4 million in 2005, based on K& income for the three-year period ended DeceBhe2004. The purchase price of

$9.6 million was held in escrow pending regulatapproval in Korea, which was received in Januai§220

The investment was recorded at cost through Dece81he2001; starting in January 2002, the Compamgalidated the results of KIS in its
financial statements. The minority shareholdertsri@st has been included in other long-term liiédi The purchase price allocation resulted
in amortizable intangible assets of $2.9 milliorihwa weighted average life of 5.6 years and goda#$1.9 million.

Argentine Rating Agencie
From 1999 through 2002, Moody’s made equity investts totaling $4.4 million in two Argentine ratiagencies.

In January 2002, the Argentine government annoutteedreation of a dual currency system in whiattade qualifying transactions would be
settled at an expected fixed exchange rate of igémtine pesos to one U.S. dollar, while non-qualg transactions would be settled using a
free floating market exchange rate. In February22@fe Argentine government announced a shiftdimgle free floating market exchange r:
From 1991 until February 2002, the Argentine pest been pegged to the U.S. dollar at the rate eftomwne.

Given the significant adverse change in the ecooa@titnate in Argentina, the Company determined thatArgentine ratings businesses and
their future operations and cash flows were mdtgiimpacted and that this was not a temporary geaifherefore, the recoverability of these
investments was reviewed based on a comparisoarnfieg value to fair value, which was calculatesihg estimated future discounted cash
flows of the businesses. Based on that reviewad determined that the fair values of these investswere $3.4 million less than the
aggregate carrying value; this amount was chamgeapense in the fourth quarter of 2001.

In connection with an acquisition related purchasee adjustment that was triggered by the devadnain the fourth quarter of 2002, Moody’
received additional shares in the Argentine ratiggncies, bringing its ownership position to apprately 92%.
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Financial Software Products Company

In January 2000, the Company acquired the netsae$etfinancial software products company for 81iillion in cash, and combined that
business with its Moody’s Risk Management Servimgsiness. The acquisition was accounted for usiagpirchase method of accounting for
business combinations from the date of acquisifféve purchase price was allocated based on theagstil fair values of the acquired assets at
the date of acquisition, which resulted in acquigeddwill, other intangible assets including customelationships and covenants not to
compete, and capitalized software aggregating $b@l®n. These assets, other than goodwill, aredp@amortized on a straight-line basis over
three to seven years, with a weighted averagelife6 years.

Note 6 Goodwill and Other Intangible Assets

Effective January 1, 2002, the Company adopted SNASL42, under which goodwill and other intangiassets with indefinite lives are no
longer amortized but are tested annually for recaliéty, or more frequently if impairment indicasoarise. The following table reflects net
income and basic and diluted earnings per shaieggeffect to SFAS No. 142 as if it were adoptedlanuary 1, 2000:

Year Ended December 31,

2002 2001 2000
Net income, as reporte $288.¢ $212.2 $158.t
Add back: goodwill amortization expense, ne

tax — 1.2 0.8
Adjusted net incom $288.¢ $213.¢ $159.c

| | |

Basic earnings per shai

As reportec $ 1.8¢ $ 1.3¢E $ 0.9¢

Adjusted $ 1.8¢ $ 1.3¢ $ 0.9¢
Diluted earnings per shat

As reportec $ 1.8¢ $ 1.3z2 $ 0.97

Adjusted $ 1.8¢ $ 1.3 $ 0.9¢

In connection with the 2002 acquisition of KMV, Miyds acquired goodwill and intangible assets, wtdoh described in Note 5.

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

Year Ended Year Ended
December 31, 200; December 31, 200.
Moody’s Moody’s Moody’s Moody’s
Investors Service KMV Consolidated Investors Service KMV Consolidated

Beginning balanc $0.4 $ 56 $ 6.0 $1.C $7.5 $8.E
Net change from acquisitiol 1.6 118.c 120.z — — —
Other 0.1 0.1 (0.9 (0.9
Amortization expens — — — (0.6) (1.5 (2.3
Ending balanc $2.3 $124.C $126.: $0.4 $5.€ $6.C
| | | | | |
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The following table summarizes intangible assebjest to amortization at the dates indicated:

December 31 December 31

2002 2001
Customer lists (11.3 year weighted average $57.¢ $4.6
Accumulated amortizatio (5.3 1.3
Net customer list $52.5 $ 3.3
| |

Other intangible assets (5.6 year weighted aveif)e $ 8.2 $15
Accumulated amortizatio (1.9 (0.5
Net other intangible asse $64 $1.C
| |

Total (10.6 year weighted average li $58.¢ $4.3
L] |

Amortization expense for intangible assets forybars ended December 31, 2002, 2001 and 2000 wasrffifion, $1.0 million and
$0.9 million, respectively.

Estimated future annual amortization expense fianigible assets subject to amortization is asidlo

Years ending December 31,

2003 $ 6.9
2004 6.9
2005 6.5
2006 6.1
2007 5.5
Thereaftel 27.C

As of December 31, 2002, $25.5 million in tradereeacquired with the acquisition of KMV were sabject to amortization. Current
circumstances and conditions continue to suppoimdefinite useful life.

Note 7 Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consisfettie following:

December 31,

2002 2001
Accounts payabl $ 1.3 $ 6.1
Accrued income taxes (see Note 11.2 67.2
Accrued compensation and bene 116.7 111.¢
Other 55.¢ 51.7
Total $184.¢ $236.¢

| |

Note 8 Pension and Other Post-Retirement Benefits

Moody’s maintains defined benefit pension plane/rich substantially all U.S. employees of the Comypare eligible to participate. The
Company also provides certain healthcare andrigarance benefits for retired U.S. employees.

Prior to the 2000 Distribution, the Company’s enygles participated in Old D&B'’s pension and posireetent benefit plans. The Company
accounted for its participation in these Old D&Bupt as multi-employer plans. Accordingly, throuigé Distribution Date, the Company
recorded pension and post-retirement benefit @sstdlocated by Old D&B. The amounts of these allions were insignificant for the year
ended December 31, 2000. Effective at the DistidioubDate, Moody’s assumed responsibility for pensiad other post-retirement benefits
relating to its active employees. New D&B has assdimesponsibility for the Company’s retirees anstee terminated employees as of the
Distribution Date



46




Table of Contents

Following is a summary of the activity related hese benefit plans for the years ended Decemb&OBP, and 2001, as well as the status o
plans at December 31, 2002:

Pension Other Post-
Plans Retirement Plans

2002 2001 2002 2001
Change in benefit obligation
Projected benefit obligation, beginning of the pdi $(41.2) $(31.2) $(4.€) $(3.9)
Service cos (5.2 (4.9 0.3 (0.9
Interest cos (2.9 (2.4 0.3 (0.2
Benefits paic 0.4 0.2 0.1 —
Plan amendmet — (1.6) (2.0 —
Actuarial gain/(loss (2.9 (1.2 0.3 (0.6)
Assumption chang (1.5 (0.6) 0.3 —
Projected benefit obligation, end of the pel $(53.2) $(41.2) $(6.2) $(4.6)
Change in plan asset
Fair value of plan asse $79.4 $84.5 $ — $ —
Actual return on plan asse (7.5 (4.9 — —
Benefits paic (0.4 (0.2 0.1 —
Contributions — — 0.1 —
Fair value of plan asse $71.E $79.4 $ — $ —
Reconciliation of funded status to total amount reggnized
Funded status of the pla $18.2 $ 38.2 $(6.2) $(4.6)
Unrecognized actuarial lo: 32.t 11.€ 0.€ 0.6
Unrecognized prior service cc 2.1 2.3 1.C —
Net amount recognize $52.¢ $52.1 $(4.5) $(4.0)
Amounts recognized in the consolidated balance stte
Prepaid pension co $59.2 $56.7 $ — $ —
Pension and pc-retirement benefits liabilit (8.0 (5.2 (4.5) (4.0
Intangible asse 15 0.5 — —
Net amount recognize $52.¢ $52.1 $(4.5) $(4.C)
Components of net periodic (income) expens
Service cos $ 5.1 $ 44 $0.3 $0.4
Interest cos 28 24 0.2 0.2
Expected return on plan ass (9.0 (8.3 — —
Amortization of net loss from earlier perio 0.1 0.3 — —
Amortization of unrecognized prior service cc 0.2 0.1 — —
Net periodic (income) expen $ (0.7) $ (1.1 $0.€ $0.€

The following assumptions were used in determinireggbenefit obligation and net periodic pensiordme) expense for the years ended
December 31, 2002 and 2001:

Pension Other Post-
Plans Retirement Plans
2002 2001 2002 2001
Weighted average discount r: 6.75% 7.25%  6.7%% 7.25%
Rate of increase in future compensa 3.91% 4.41% — —
Expected return on plan ass 9.7%% 9.7% — —

In 2003, for purposes of determining net periogiogion (income) expense, the Company expects ta tes@irn on plan assets assumption of
approximately 8.5%, which has been determined baseakplicit long-term return assumptions for ea@jor asset class within the Company’
pension plan portfolio (which principally consistisequity and fixe-income investments
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For purposes of measuring benefit obligations updst-retirement benefit plans, an 11.0% annuelohtncrease in the per capita cost of
covered healthcare benefits was assumed for 2002r&te was assumed to decrease gradually to &1@U4gh 2008 and remain at that level
thereafter. Assumed healthcare cost trend rates &aignificant effect on the amounts reportedtierhealthcare plans. A one percentpget
change in the assumed healthcare cost trend ratgsd Wwave the following effects:

One Percentage- One Percentage-

Point Increase Point Decrease
2002 2001 2002 2001
Effect on benefit obligation at end of peri $0.2 $0.4 $(0.1) $(0.4)
Effect on total service and interest cc — $0.1 — —

Certain of the Company’s international operatior®/jale pension benefits to their employees. Compmamyributions are primarily determined
as a percentage of employees’ eligible compensdiigpense related to these plans in 2002 was ajppatedy $1.2 million.

Profit Participation Plan

Moody’s has a profit participation plan (the “Plaicbvering substantially all U.S. employees. The BRlaovides for an employee salary defe
contribution and Company contributions. Employees montribute up to 16% of their pay, subject te fiaderal limit. Moody’s contributes an
amount equal to 50% of employee contributions, Wittody’s contribution limited to 3% of the employg@ay. Moody’s also makes
additional contributions to the Plan that are basedrowth in the Company’s earnings per sharerRoithe 2000 Distribution, employees of
Moody’s participated in the profit participatiorgpl of Old D&B and the Company accounted for itdipgration in that plan as a multi-
employer plan. Expense associated with these plass$15.1 million, $11.1 million and $3.5 milliom 2002, 2001 and 2000, respectively.

Note 9 Stock-Based Compensation Plans

Prior to the 2000 Distribution, certain employeé#/oody’s received grants of Old D&B stock optiomsder Old D&B’s 1998 Key
Employees’ Stock Option Plan (the “1998 Plan”).tié Distribution Date, all unexercised Old D&B dtaiptions held by Moody’s employees
were converted into separately exercisable optiorEquire Moody’s common stock and separatelyasaile options to acquire New D&B
common stock, such that each option had the satioeofehe exercise price per option to the mask@tie per share, the same aggregate
difference between market value and exercise paicd the same vesting provisions, option periodsather terms and conditions applicable
prior to the 2000 Distribution. Old D&B stock opti® held by employees and retirees of Old D&B wemverted in the same manner.
Immediately after the 2000 Distribution, the 1998Pwas amended and adopted by the Company.

Under the 1998 Plan, 16,500,000 shares of the Coy'gpaommon stock were reserved for issuance. B88 Plan provides that options are
exercisable not later than ten years from the gtate. The vesting period for awards under the 388 is determined by the Board of
Directors at the date of the grant and generatigea from four to five years. Options may not benged at less than the fair market value o
Company’s common stock at the date of grant. Fegritive stock options granted to a shareholderarerthan 10% of the Company’s
outstanding stock, the exercise price per shareatde less than 110% of the fair market valuenef@ompany’s common stock at the date of
grant. The 1998 Plan also provides for the gramingstricted stock.

The 2001 Moody’s Corporation Key Employees’ Stoakdntive Plan (the “2001 Plan”) was approved byBbard of Directors in February
2001 and approved by the Company’s shareholdekpiith 2001. Under the 2001 plan, 5,800,000 shafesmmon stock have been reserved
for issuance. Options may not be granted at less e fair market value of the Company’s commonlsat the date of grant. The 2001 Plan
provides that options are exercisable not latem tba years from the grant date. The vesting pddodwards under the 2001 Plan is
determined by the Board of Directors at the datéhefgrant. Unlike the 1998 Plan, the 2001 Plaa ptsvides that consultants to the Company
or any of its subsidiaries are eligible to be gedrptions. The 2001 Plan also provides for thetgrg of restricted stock.

Under the 1998 and 2001 Plans, key employees dEtmepany may be granted shares of common stockf¢Peance Shares”) based on the
achievement of revenue growth goals or other opeyabjectives. At the end of the performance pkridompany performance at target will
yield the targeted amount of shares, whereas Coynparfiormance above or below target will yield krgr smaller share awards, respectiy
As a result of the 2000 Distribution, outstandirggfBrmance Share grants were converted such ta&@dmpany’s employees would receive a
combination of Moody’s shares and cash in lieu eWMND&B shares. In 2001, approximately 100,000 shafeMoody’s common stock were
awarded based on the Company’s revenue perforniant®99 and 2000. Cash payments aggregating $#libmwere made in lieu of New
D&B shares. There were no new Performance Sharggia2002 and 2001. The Company recorded compensxpense relating to
performance share grants of $0.2 million, $0.4iovilland $4.6 million in 2002, 2001 and 2000, respely.

The Company also maintains a plan for its BoarBioéctors, the 1998 Directors Plan (the “DirectBtan”), which permits the granting of
awards in the form of non-qualified stock optiorestricted stock or performance shares. The Diredtan provides that options are
exercisable not later than ten years from the giaté. The vesting period is determined at the oftiee grant and is generally one year. Under
the Directors Plan, 400,000 shares of common stak reserved for issuance. Any director of the @amy who is not an employee of the
Company or any of its subsidiaries as of the dsedn award is granted is eligible to participatthe Directors Plar
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In February 2003, employees of the Company wenatgdsapproximately 2.5 million options under th®8®lan and 1.1 million options unc
the 2001 Plan, and directors of the Company weaatgd approximately 16,000 shares of restricteckatoder the Directors Plan.

Changes in stock options for the three years ebdegmber 31, 2002 are summarized below:

Weighted
Number Average
Outstanding Exercise Price

Options outstanding, December 31, 1! 5.1 $26.9¢
Granted 0.4 28.5:
Exercisec (0.2 22.3i
Surrendered or retire (0.5 29.4(

Options outstanding, September 30, 2 4.8 17.9¢

Options converted, October 1, 2C 14.¢ 19.9¢
Granted B3 27.8i
Exercisec (0.6) 15.3¢
Surrendered or retire (0.9 23.1:

Options outstanding, December 31, 2I 19.2 22.3(
Granted 0.1 34.7
Exercisec (2.5) 17.0¢
Surrendered or retire (2.2 24.2¢

Options outstanding, December 31, 2! 14.7 23.0(
Granted 3.8 40.01
Exercisec (2.5 19.31
Surrendered or retire (0.7) 27.4:

Options outstanding, December 31, 2I 15.2 $27.6:

|

Option activity for the period from December 31993hrough September 30, 2000 reflects Old D&Bapgtithat were held by employees of
Moody’s. The options converted at October 1, 2@d@ct the conversion of all Old D&B options, inding both those held by employees of
Moody’s and those held by employees and retire@éewf D&B, into separately exercisable options tquaee common stock of Moody’s as
described above.

Below is a summary of options held by Moody’s enygles and by New D&B employees and retirees asdaf date:

New D&B
Moody’s Employees
Employees and Retirees

Options outstanding a

October 1, 2001 4.8 10.C
December 31, 200 10.2 9.1
December 31, 200 8.€ 6.1
December 31, 200 11.1 4.2

The following table summarizes information abowicktoptions outstanding at December 31, 2002:

Options Outstanding

Average
Remaining Weighted
Number Contractual Average
Range of Exercise Price Outstanding Life in Years Exercise Price
$14.5.-$19.94 2.2 3.2 $16.72
$21.4-$23.96 3.3 6.3 $21.7¢
$25.1:-$28.13 6.1 5.7 $27.2¢

$33.9-$43.55 3.7 9.C $39.9¢
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Options Exercisable

Weighted
Number Average
Range of Exercise Prices Exercisable Exercise Price
$14.5.-$19.94 1.8 $16.3¢
$21.4-$23.96 1.€ $21.7C
$25.1:-$28.13 2.C $27.8¢
$33.9-$43.55 — $36.0:
Total 5.4
-

In addition, the Company also sponsors the Moo@ggoration Employee Stock Purchase Plan (“ESPRig.ESPP allows eligible
employees to purchase common stock of the Compamymonthly basis at 85% of its fair market valaetlee first trading day of the month.
Plan participants can elect an after-tax payrafiudtion of one percent to ten percent of compeoisatiubject to the federal limit.

Note 10 Income Taxes

Components of the Company’s income tax provisi@near follows:

Year Ended December 31

2002 2001 2000
Current:
Federal $150.£ $102.4 $ 81.7
State and loce 54.4 49.: 42.7
Non U.S. 26.2 16.t 3.6
Total current 231. 168.2 128.(
Deferred:
Federal (3.5 1.2 (1.6
State and loce 1.4 0.t (0.9
Non U.S. (0.6) (0.2 —
Total deferrec (2.7 1kt (2.5
Total provision for income taxce $228.t $169.7 $125.5
| | |

A reconciliation of the U.S. federal statutory taxe to the Company’s effective tax rate on incdrafore provision for income taxes is as
follows:

Year Ended December 31,

2002 2001 2000
U.S. statutory tax rai 35.(% 35.(% 35.(%
State and local taxes, net of federal tax bel 7.C 8.t 9.5
U.S. taxes on foreign incon 0.7 1.C —
Other 15 (0.2 0.3
Effective tax rate 44.2% 44 L% 44.2%
| | |

Income taxes paid were $226.6 million, $98.6 milland $206.0 million in 2002, 2001 and 2000, re8pely. Taxes paid in 2002 included
approximately $50 million of 2001 income tax payrtsethat were deferred due to the Septembéf ttagedy.
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The components of deferred tax assets and liasilare as follows:

December 31
2002 2001
Deferred tax asset
Current:
Accounts receivable allowanc $ 6.7 $12.2
Accrued compensation and bene 4.t 4.4
Other 0.¢ 14
Total current 12.1 18.C
Non-current:
Depreciation and amortizatic 5.3 4.7
Benefit plans 6.2 5.1
State taxe 7.8 2.2
Other 7.2 2.6
Total nor-current 26.5 14.€
Total deferred tax asse 38.¢ 32.¢
Deferred tax liabilities
Current:
Prepaid expenst (1.9 —
Total current (1.9 —
Non-current:
Prepaid pension cos (24.5) (25.9)
Amortization of capitalized softwal (4.9 (2.9
Other (0.2 (0.2)
Total nor-current (29.9) (28.9
Total deferred tax liabilitie (30.9) (28.9
Net deferred tax ass $ 7.8 $ 4.2
[ ] [ |

The current deferred tax assets, net of currerrosd tax liabilities, as well as prepaid taxe$27.8 million and $26.4 million at December
2002 and 2001, respectively, are included in otlierent assets in the consolidated balance shéeitscurrent deferred tax liabilities, net of
non-current deferred tax assets, are includednerdiabilities. Management has determined, baseith® Company'’s history of prior and
current levels of operating earnings, that no wdneallowance for deferred tax assets should begiged as of December 31, 2002 and 2001.

At December 31, 2002, undistributed earnings ofboB. subsidiaries aggregated $43.4 million. Eaysiftom the United Kingdom, France
and Japan are or will be remitted to the U.S. oegallar basis. As such, appropriate taxes relatetticipated distributions have been provided
in the consolidated financial statements. Defetagdiabilities have not been recognized for apprately $13 million of undistributed foreign
earnings that management intends to reinvest euthilU.S. If all such undistributed earnings weraitted to the U.S., the amount of
incremental U.S. federal and foreign income taxagaple, net of foreign tax credits, would be apprmately $1.2 million.

Note 11 Indebtedness

In connection with the 2000 Distribution, Moody’sisvallocated $195.5 million of debt at Septembe2B00. Moody’s funded this debt with
borrowings under a $160 million unsecured bankIkéng credit facility and a bank bridge line of die

On October 3, 2000 the Company issued $300 mitiiomotes payable (the “Notes”) in a private placatn&he cash proceeds from the Notes
were used in part to repay the outstanding balandée revolving credit facility and to repay thidige line of credit. The Notes have a five-
year term and bear interest at an annual rate6df4, payable ser-annually. In the event that Moody’s pays all ortjgd the Notes in advance
of their maturity (the “prepaid principal”), suchgpayment will be subject to a penalty calculatasdd on the excess, if any, of the discounted
value of the remaining scheduled payments, as eléfimthe agreement, over the prepaid principébrést paid under the Notes was

$22.8 million and $22.6 million, respectively ftretyears ended December 31, 2002 and 2001; neshigas paid in 200!
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The revolving credit facility (the “Facility”) comsts of an $80 million 5-year facility that expiresSeptember 2005 and an $80 million 364
facility that expires in September 2003. As of Daber 31, 2002, the Company had borrowings outstagnali $76.1 million under the 5-year
facility, bearing interest at approximately 1.64% pnnum, and $31.0 million under the 364-day itgcibearing interest at approximately
1.73% per annum. Interest on borrowings under thieds facility is payable at rates that are basethe London InterBank Offered Rate
(“LIBOR") plus a premium that can range from 18 isgmints to 50 basis points depending on the Caryipaatio of total indebtedness to
earnings before interest, taxes, depreciation amattization (“EBITDA”), as defined in the relatedr@ement.

At December 31, 2002, such premium was 22 basigqdinterest on borrowings under the 364-day itgdd payable at rates that are based on
LIBOR plus a premium of 30.5 basis points. The Campalso pays annual facility fees, regardlessofdwing activity under the Facility. T!
annual fees for the 5-year facility can range fibbasis points to 12.5 basis points depending eiCttmpany’s ratio of total indebtedness to
EBITDA, and were 8 basis points at December 312208e annual fees for the 364-day facility areagib points. Under each facility, the
Company also pays a utilization fee of 12.5 basiatg on borrowings outstanding when the aggregateunt outstanding under such facility
exceeds 33% of the facility.

In April 2002, Moody’s used the Facility to initiglfund a portion of the purchase price for the KM¥buisition; amounts outstanding under
the Facility were repaid in the second quarter@ff2 Since that time, Moody’s has borrowed underiRacility to fund share repurchases.
Interest paid under the Facility for the years ehdecember 31, 2002, 2001 and 2000 was $0.3 mil§6r0 million and $0.1 million,
respectively.

The Notes and the Facility (the “Agreements”) cantaovenants that, among other things, restricathibty of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset satesae-leaseback transactions or to incur
liens. The Notes and the Facility also containritial covenants that, among other things, reqhieeGompany to maintain an interest covel
ratio, as defined in the Agreements, of not leastBito 1, and a ratio of total indebtedness toTER\, as defined in the Agreements, of not
more than 4 to 1. At December 31, 2002, the Compaas/in compliance with such covenants. If an ee¢efault were to occur (as defined
in the Agreements) and was not remedied by the @ampiithin the stipulated timeframe, an acceleratibthe Notes and restrictions on the
use of the Facility could occur.

Note 12 Capital Stock
Authorized Capital Stocl

The total number of shares of all classes of stbakthe Company has authority to issue underétstd®ed Certificate of Incorporation is
420,000,000 shares with a par value of $0.01, ofhvh00,000,000 are shares of common stock, 10)000re shares of preferred stock and
10,000,000 are shares of series common stock. fHferped stock and series common stock can bedssiik varying terms, as determined by
the Board of Directors.

Rights Agreemen

The Company has a Rights Agreement designed tegirit¢ shareholders in the event of unsolicitddrefto acquire the Company and
coercive takeover tactics that, in the opinionh&f Board of Directors, could impair its abilityrepresent shareholder interests. Under the
Rights Agreement, each share of common stock higbiethat trades with the stock until the rightbmes exercisable. Each right entitles the
registered holder to purchase 1/1000 of a shagesefies A junior participating preferred stock; yaue $0.01 per share, at a price of $100 per
1/1000 of a share, subject to adjustment. Thegiglit generally not be exercisable until a persogroup (“Acquiring Person”) acquires
beneficial ownership of, or commences a tender affeexchange offer that would result in such persiogroup having beneficial ownership

of, 15% or more of the outstanding common stockuah time.

In the event that any person or group becomes guiAog Person, each right will thereafter entitieholder (other than the Acquiring Person)
to receive, upon exercise and payment, sharesci staving a market value equal to two times ther@se price in the form of the Company’s
common stock or, where appropriate, the AcquiriegsBn’s common stock. The rights are not currestiyrcisable, as no shareholder is
currently an Acquiring Person. The Company may eedéhe rights, which expire in June 2008, for $(6dright, under certain
circumstances, including for a Board-approved aegquither before the acquirer becomes an Acquifiagson or during the window period
after the triggering event as specified in the Righgreement.

Share Repurchase Progral

During October 2002, Moody’s completed the $30diarilshare repurchase program that had been am#lubby the Board of Directors in
October 2001. On October 22, 2002, the Board of@ars authorized an additional $450 million sheprchase program, which Moody’s
expects to complete by mid-2004. The program iresuabth special share repurchases and systematichases of Moody’s common stock
to offset the dilutive effect of share issuancearrttie company’s employee stock plans.

For the year ended December 31, 2002, Moody's oiyased 8.2 million shares at a total cost of $368l8on, including 2.7 million shares to
offset issuances under employee stock plans. Si@ceming a public company in September 2000 arolir December 31, 2002, Moody’s
has repurchased 19.5 million shares at a totalafd®709.3 million, including 6.1 million sharesaffset issuances under employee stock pl
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Dividends

During 2002, 2001 and in the fourth quarter of 206@ Company paid a quarterly dividend of 4.5 sgratr share of Moody’s common stock,
resulting in dividends paid per share of 18.0 cénZ002 and 2001 and 4.5 cents in 2000. Priohédfdurth quarter of 2000, when Moody’s
was a subsidiary of Old D&B, the Company did not pavidends directly to Old D&B shareholders. Ind@enber 2002, the Company’s Board
of Directors declared a first quarter 2003 dividefid.5 cents per share, payable on March 10, 20@Bareholders of record on February 20,
2003.

Note 13 Lease Commitments

Moody’s operates its business from various leaaetlities, which are under operating leases thptrexover the next ten years. Moody’s also
leases certain computer and other equipment umpdgating and capital leases that expire over tlefhee years. Rent expense under
operating leases for the years ended Decembel082, 2001 and 2000 was $11.3 million, $8.0 millam $7.1 million, respectively. Rent
expense for 2002, 2001 and 2000 was net of subteas® income of $0.6 million, $1.0 million and.®Imillion, respectively related to a
facility utilized by FIS, which was sold in July 98.

The approximate minimum rent for leases that hameaining noncancelable lease terms in excess ojesreat December 31, 2002 is as
follows:

Capital Operating

Year Ended December 31 Leases Leases
2003 $1.3 $13.E
2004 1.3 11.€
2005 1.3 11.2
2006 — 8.8
2007 — 6.3
Thereaftel — 15
Total minimum lease paymer 3.9 $53.2
|
Less: amount representing inter (0.2
Present value of net minimum lease paym $3.7
|

During the year ended December 31, 2002, Moodysroeed approximately $3.9 million of computer equént subject to capital lease
obligations.

Note 14 Contingencies

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that a@dantal to the Company’s business,
including claims based on ratings assigned by Msod¢tanagement periodically assesses the Compdiapiities and contingencies in
connection with these matters, based upon the lafesmation available. For those matters wheeeghobable amount of loss can be
reasonably estimated, the Company believes itdmwded appropriate reserves in the consolidatesial statements. In other instances,
because of the uncertainties related to both thbagiie outcome and amount or range of loss, maramgesunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjussigsssments and estimates of such liabilities
accordingly.

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

Discussion of contingencies is segregated betwezsetmatters that relate to Old D&B, its predeassand their affiliated companied ggacy
Contingencies”) and those that relate to Moody'sihesss and operations (“Moody’s Matters”).
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Legacy Contingencies

To understand the Company’s exposure to the paldiatbilities described below, it is importantuaderstand the relationship between
Moody’s and New D&B, and the relationship among N2&B and its predecessors and other parties whioutih various corporate
reorganizations and related contractual commitmdrage assumed varying degrees of responsibilitly meispect to such matters.

In November 1996, The Dun & Bradstreet Corporatfonugh a spin-off separated into three separaiégcompanies: The Dun & Bradstreet
Corporation, ACNielsen Corporation (“ACNielsen”)da@ognizant Corporation (“Cognizant”) (the “1996sBibution”).

In June 1998, The Dun & Bradstreet Corporationuftoa spin-off separated into two separate publicganies: The Dun & Bradstreet
Corporation and R.H. Donnelley Corporation (“Doregl) (the “1998 Distribution”). During 1998, Cogrant through a spioff separated int
two separate public companies: IMS Health Incorfetd“IMS Health”) and Nielsen Media Research, IfiblMR"). In September 2000, The
Dun & Bradstreet Corporation (“Old D&B”) throughsain-off separated into two separate public comgmriilew D&B and Moody'’s, as
further described in Note 1, Description of Bussaad Basis of Presentation.

Information Resources, Inc

In 1996, Information Resources, Inc. (“IR1”) filedcomplaint in the United States District Courttioe Southern District of New York, naming
as defendants the corporation then known as The&DBradstreet Corporation, A.C. Nielsen Compang\fasidiary of ACNielsen) and IMS
International, Inc. (a subsidiary of the compargrtiknown as Cognizant). At the time of the filifglee complaint, each of the other
defendants was a subsidiary of The Dun & Bradstteeporation.

The complaint alleges various violations of Unitdtes antitrust laws, including purported violai@f Sections 1 and 2 of the Sherman Act.
The complaint also alleges a claim of tortiousrifgieence with a contract and a claim of tortiougiiference 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 beumed by the defendants and that the defendante@diSRG to breach that agreement.

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

Discovery in this case is ongoing and no trial dets been set.

In connection with the 1996 Distribution, Cognizah€Nielsen and The Dun & Bradstreet Corporatiotessd into an Indemnity and Joint
Defense Agreement (the “Indemnity and Joint Defehgeement”) pursuant to which they have agreetb(gertain arrangements allocating
potential liabilities (“IRI Liabilities”) that mayarise out of or in connection with the IRI actiamgii) to conduct a joint defense of such action.
In particular, the Indemnity and Joint Defense Asgnent provides that ACNielsen will assume exclu$iadgility for IRI Liabilities up to a
maximum amount to be calculated at such time als kalgilities, if any, become payable (the “ACN Maxum Amount”), and that The Dun &
Bradstreet Corporation and Cognizant will shariliiy equally for any amounts in excess of the A®dximum Amount. The ACN

Maximum Amount will be determined by an investmbanking firm as the maximum amount that ACNielseable to pay after giving effect
to (i) any plan submitted by such investment bénat ts designed to maximize the claims-paying ghif ACNielsen without impairing the
investment banking firm’s ability to deliver a vility opinion (but which will not require any actiarequiring shareholder approval), and

(i) payment of related fees and expenses. Foethagposes, financial viability means the abilifyA€Nielsen, after giving effect to such plan,
the payment of related fees and expenses and yinegpd of the ACN Maximum Amount, to pay its debsstlaey become due and to finance
current and anticipated operating and capital reguénts of its business, as reconstituted by slarh for two years from the date any such
plan is expected to be implemented. In 2001, ACGNielmerged with VNU N.V. Pursuant to the Indemaitg Joint Defense Agreement, VNU
is to be included with ACNielsen for purposes dfedimining the ACN Maximum Amount, and VNU assume@Mielsens liabilities under thi
agreement.

In connection with the 1998 Distribution, Old D&B@Donnelley entered into an agreement (the “198&ibution Agreement”) whereby Old
D&B assumed all potential liabilities of Donnellayising from the IRI action and agreed to indemiiynnelley in connection with such
potential liabilities.
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As a result of their 1998 separation and pursuattie related distribution agreement, IMS Healttl BiIMR are each jointly and severally lia
for all Cognizant liabilities under the IndemnitgchJoint Defense Agreement. In 1999, NMR was aequiy VNU N.V. and VNU assumed
NMR’s liabilities under the Indemnity and Joint Deferfsgreement.

Under the terms of the 2000 Distribution, New D&Bdertook to be jointly and severally liable with dtty’s for Old D&B’s obligations to
Donnelley under the 1998 Distribution Agreementjuding any liabilities arising under the Indemrétyd Joint Defense Agreement. Howe'
as between themselves, each of New D&B and Moodiflde responsible for 50% of any payments to kmdewith respect to the IRI action
pursuant to the 1998 Distribution Agreement, inalgdegal fees or expenses related thereto.

Management is unable to predict at this time thalfoutcome of the IRI action or whether the reofuof 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.

Legacy Tax Matter:

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mesis, including through tax-free
restructurings of both their foreign and domespemtions. These initiatives are subject to nomaalkew by tax authorities.

Pursuant to a series of agreements, as betweesehars, IMS Health and NMR are jointly and sevgrhdible to pay one-half, and New D&B
and Moody’s are jointly and severally liable to ghg other half, of any payments for taxes, peemkind accrued interest resulting from
unfavorable IRS rulings on certain tax matters l@kog the matter described below as “Amortizatitxpense Deductions” for which New
D&B and Moody'’s are solely responsible) and certgtrer potential tax liabilities after New D&B and/Moody’s pays the first $137 million,
which amount was paid in connection with the mattescribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursuta the terms of the related Distribution Agreemé&lew D&B and Moody's have,
between themselves, agreed to each be financedyonsible 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 foregoindpree specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2002, New D&B receiaddotice of Proposed Adjustment from the IRS wébpect to a partnership transaction
entered into in 1993. In this Notice, the IRS pregubto disallow certain royalty expense deductaasned by Old D&B on its 1994, 1995 and
1996 tax returns. New D&B disagrees with the positaken by the IRS in its Notice and filed a resgiee brief to this effect with the IRS. In
addition, the IRS recently indicated that it magess penalties on this matter. If the IRS wersdoé a formal assessment consistent with the
Notice (and including penalties), and were to pildadts position, then New D&B would be requirénl pay the assessment. If New D&B w:
to challenge the assessment in U.S. District Qainier than in U.S. Tax Court, then a payment efdisputed amount would be required in
connection with such challenge. Should any suclmesys be made by New D&B, then pursuant to thegerhthe 2000 Distribution
Agreement, Moody’s would have to pay to New D&B58% share. The Company estimates that its shategtquired payment to the IRS
could be up to approximately $55 million (includipgnalties and interest, and net of tax benefilepdy’s also could be obligated for future
interest payments on its share of such liability.

In a related matter, New D&B has received a Prelany Summary Report from the IRS stating its iritanto ignore the partnership structure
that had been established and reallocate to Old D%Bme and expense items that had been claimédegpartnership tax return for 1996. If
the IRS were to issue a formal assessment consigitnthe Report and were to prevail in this mattken New D&B would be required to p
the assessment. If New D&B were to challenge teessnent in U.S. District Court rather than in U.& Court, then a payment of the
disputed amount would be required in connectionsitch challenge. Moody’estimates that its share of the exposure toRBefdr this matte
could be up to approximately $46 million (includipgnalties and interest, and net of tax benefisth exposure could be in addition to the
amount described in the preceding paragraph.
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Amortization Expense Deductio

The IRS has requested from New D&B documentatidh vaspect to a transaction executed in 1997 thalloesult in amortization expense
deductions from 1997 through 2012. It is possib# the IRS could ultimately challenge these dedostand that New D&B could make
payments to the IRS related to previously claimeduttions. In that event, Moody’s would be requitepay to New D&B its 50% share of
New D&B'’s payments to the IRS. In addition, should New Dé&iBcontinue claiming the amortization deductionduture tax returns,
Moody’s would be required to repay to New D&B anamt equal to the discounted value of its 50% sbétbe related future tax benefits.
New D&B had paid the discounted value of future iaxefits from this transaction in cash to Mca's at the Distribution Date. Management
estimates that the Company’s current potential suporelated to this matter is $89 million (inchglipenalties and interest, and net of tax
benefits). This exposure could increase by apprateiy $3 million to $6 million per year, dependiog actions that the IRS may take with
respect to assessments and on whether New D&Breegticlaiming the amortization deductions on iksrédurns.

Utilization of Capital Losses

The IRS has completed its review of the utilizatidrcertain capital losses generated during 19891890. On June 26, 2000, the IRS, as part
of its audit process, issued a formal assessmehntresgpect to the utilization of these capital &ssand Old D&B responded by filing a petition
for a refund in the U.S. District Court on Septemdg, 2000, after the payments described below werge.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflectegil$s million of tax and interest due. C
D&B paid the IRS approximately $349.3 million ofglamount on May 12, 2000; 50% of such paymentallasated to Moody’s and had
previously been accrued by the Company. IMS Heaftrmed Old D&B that it paid to the IRS approxirat $212.3 million on May 17, 20C
The payments were made to the IRS to stop furtiterést from accruing, and New D&B is contesting ItRS’ assessment. New D&B has
indicated that it would also contest the assessafgmenalties or other amounts, if any, in excdgh®amounts paid. With the possible
exception of the matter described in the followsegtence, Moodg' does not anticipate any further income statertiegatges or cash payme
related to IRS assessments for this matter. IfR&were to disallow prior deductions of all tractéan costs associated with this matter,
Moody’s estimates that its exposure for its shédith® additional taxes, penalties and interest ¢ghéax benefits) on this matter would be
approximately $5 million.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NiftRler their 1998 distribution
agreement (the “IMS/NMR Agreement”). NMR paid IM&&lth less than the amount sought by IMS Healtreutite IMS/NMR Agreement
and, in 2001, IMS Health filed an arbitration predig against NMR to recover the difference. IMSltresought to include Old D&B in this
arbitration, arguing that if NMR should prevailita interpretation of the IMS/NMR Agreement, thénS Health could seek the same
interpretation in an alternative claim against O&BIB. Neither Old D&B nor any of its predecessorssveaparty to the IMS/NMR Agreement
decision from the arbitration panel is expectedd03. If NMR should prevail in the arbitration agstiIMS Health and, in turn, IMS Health
should prevail against Old D&B, then the Companljeves that the additional liability of Old D&B wddibe approximately $15 million, net
tax benefits. Under the terms of the 2000 DistidoytMoody’s and New D&B would each be responsibleone half of such amount, or
approximately $7.5 million. The Company believesttine claim asserted against Old D&B by IMS Headttvithout merit. As such, no
amount in respect of this matter has been accruditkifinancial statements.

Summary of Moody’s Exposure to Three Legacy Taxelkéat

The Company has considered the range and prolyatifiliotential outcomes related to the three legagymatters discussed above and
believes that it has adequate reserves recordéxidonsolidated financial statements for its ptba@xposures in these matters. However, it is
possible that these matters could be resolved puats that are greater than the Company has rekemnich could result in material charges
to Moody'’s future reported results. In addition, the cagtags resulting from these matters, which the Comypaurrently estimates could be
much as $202 million, could be material and couoktéase with time as described above. Such amaeastmbt include potential penalties
related to the payments made in May 2000 concetdtiligation of Capital Losses.

Moody’s Matters
L'Association Francaise des Porteurs d’ Emprunts$ess

On June 20, 2001 a summons was served in an dotoight by L’Association Francaise des PorteulSrdprunts Russes (“AFPER”) against
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ga. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrattp the 1917 Bolshevik Revolution, makes claegsinst Moody’s France SA and
Standard & Poor’s SA for lack of diligence and prode in their ratings of Russia and Russian debt
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since 1996. AFPER alleges that, by failing to tadte account the post-Revolutionary repudiatiopie-Revolutionary Czarist debt by the
Soviet government in rating Russia and new issfi®iesian debt beginning in 1996, the rating agenehabled the Russian Federation to
issue new debt without repaying the old obligatiohthe Czarist government. Alleging joint and sevdiability, AFPER seeks damages of
Euro 2.8 billion (approximately U.S. $2.9 billios af December 31, 2002) plus legal costs. Moodglgles the allegations lack legal or
factual merit and intends to vigorously contestabgon. As such, no amount in respect of this endths been accrued in the financial
statements of the Company.

Note 15 Segment Information

The Company reports segment information in accaréavith SFAS No. 131, “Disclosures about SegmehsdEnterprise and Related
Information”. SFAS No. 131 defines operating segtes@s components of an enterprise for which sepéirancial information is available
that is evaluated regularly by the chief operatiegision-maker in deciding how to allocate resosianed in assessing performance. The
Company has historically operated in one reportbbkness segment — Ratings, which accounted fmoapnately 90% of the Company’s
total revenue. With the April 2002 acquisition oK/, Moody’s now operates in two reportable businesgments: Moody’s Investors Service
and Moody’s KMV. Accordingly, in the second quart#r2002, the Company restated its segment infdomdor corresponding prior periods
to conform to the current presentation.

Moody’s Investors Service consists of four ratimgups — structured finance, corporate finance e institutions and sovereign risk, and
public finance — that generate revenue principfthyn the assignment of credit ratings on fixed-imeoinstruments in the debt markets, and
research, which primarily generates revenue fragrstile of investor-oriented credit research, ppiaity produced by the rating groups. Given
the dominance of Moody’s Investors Service to Mdsdyverall results, the Company does not separatefsure or report corporate expen
nor are they allocated to the Company’s businegsieats. Accordingly, all corporate expenses arkidtedl in operating income of the
Moody’s Investors Service segment and none have aibgcated to the Moody’s KMV segment.

The Moody’s KMV business consists of KMV, acquiiadApril 2002, and Moody’s Risk Management Serviddsody’s KMV develops and
distributes quantitative credit assessment serfaesanks and investors in credit-sensitive assegslit training services and credit process
software.

Assets used solely by Moody’s KMV are separate$gldised within that segment. All other Company @ssecluding corporate assets, are
reported as part of Moody’s Investors Service.

Revenue by geographic area is generally basededio¢hation of the customer.
Intersegment sales are insignificant and no siog&omer accounted for 10% or more of total revenue

Below are financial information by segment, Moodyigestors Service revenue by business unit anehtgy and long-lived asset information
by geographic area, for the years ended and agaoérber 31, 2002, 2001 and 2000.

Financial Information by Segment

Year Ended December 31, 200

Moody’s
Investors Moody's
Service KMV Consolidated
Revenue $941.¢ ¢ 81.E $1,023.1
Operating expenst 385.7 74.¢ 460.€
Depreciation and amortizatic 12.7 11.¢ 24.¢
Operating income (lost 543.¢ (5.3 538.1
Non-operating expense, n (20.9)
Income before provision for income tay 517.¢
Provision for income taxe 228.t
Net income $ 288.¢
|
Total assets at December ! $364.2  $266.€ $ 630.¢
| | I

57






Table of Contents

Year Ended December 31, 200 Year ended December 31, 20C
Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $765.¢ $30.¢€ $796.% $579.2 $23.C $602.:
Operating expenst 352.¢ 28.: 381.2 272.4 24.¢ 297.2
Depreciation and amortizatic 11. 5.5 17.C 11.4 5.2 16.€
Operating income (los: 401.5 (3.0 398.t 295t (7.0 288.t
Non-operating expense, n (16.€) (4.5
Income before provision for income tay 381.¢ 284.(
Provision for income taxe 169.7 125.F
Net income $212.2 $158.F
| |
Total assets at December : $475.5 $29.¢ $505.2 $369.¢ $28.7 $398.:
| | | | | |

Moody’s Investors Service Revenue by Business Unit

Year Ended December 31,

2002 2001 2000
Ratings revenue
Structured financ $381.2 $273.¢ $199.2
Corporate financ 228.2 2257 162.7
Financial institutions and sovereign r 157.¢ 130.7 111.¢
Public finance 81.2 64.2 46.1
Total ratings revenu 848.2 694.¢ 519.¢
Research revent 93.¢ 71k 59.7
Total Moody's Investors Servic $941.¢ $765.¢ $579.:
| | |
Revenue and Long-lived Asset Information by Geolgimprea
2002 2001 2000
Revenue

United State: $ 680.: $560.7 $428.¢

Internationa 343.( 236.( 173.

Total $1,023.: $796.7 $602.:

| | |

Long-lived assets

United State: $ 269.: $ 50.2 $ 53.4

Internationa 154 8.9 8.4

Total $ 284.% $ 59.2 $ 61.¢

| | |

Note 16 Valuation and Qualifying Accounts

Accounts receivable allowances primarily represeljistments to customer billings that are estimatieein the related revenue is recognized.
In 2002, the Company reduced its provision ratesalowance to reflect its current estimate ofaperopriate level of accounts receivable
allowance. Below is a summary of activity for eadhhe three years in the period ended Decembe2B12:
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Balance at Additions Write -offs Balance

Beginning Charged to and at End of

of the Year Revenue Adjustments the Year
2002 $(27.9) $(20.1) $31.C $(16.4)
2001 (24.4) (28.9) 25.¢ (27.9)
2000 (24.5) (29.9) 29.4 (24.9)

Note 17 Subsequent Event (Unaudited)

In February 2003, Moody'’s received a $15.9 milliosurance recovery related to the Septembét ttdgedy, for incremental costs incurred
and for lost profits due to the sharp decline ihtdwaarket activity in the weeks following the disas Moody’s had previously received a

$4.0 million advance payment in 2002, resultin@ itotal recovery of $19.9 million. Moody’s had imezd incremental costs of $6.3 million for
property damage and temporary office facilitieg) had fully accrued for the recovery of these costts financial statements. The remainder
of the insurance recovery, $13.6 million, had re¢ibpreviously accrued as its realizability wassusficiently assured. As a result, Moody’s
will record a gain of approximately $13.6 millioor, $0.05 per diluted share, in the first quarte2@®3.

Note 18 Quarterly Financial Data (Unaudited)

Three Months Ended

March 31 June 30 September 30 December 31 Year

2002

Revenue $231.¢  $271F $248.: $271.¢ $1,023.
Operating incomi 134.7 147.C 127.¢ 129.( 538.1
Net income 72.€ 78.7 67.¢ 69.¢ 288.¢
Basic earnings per she $047 $0.51 $ 0.44 $ 0.4¢ $ 1.8¢
Diluted earnings per sha $ 0.4€ $ 0.4€ $ 0.4z $ 0.4t $ 1.8
2001

Revenue $180.2  $205.Z $190.4 $220.¢ $ 796.7
Operating incom 89.¢ 104.( 93.7 111.C 398.¢
Net income 48.C 55.5 49.¢ 58.¢ 212z
Basic earnings per she $03C $0.3¢ $ 0.32 $ 0.3¢ $ 1.3t
Diluted earnings per sha $03C $0.34 $ 0.31 $ 0.37 $ 1.3¢2

Basic and diluted earnings per share are compuatigbendently for each of the periods presented ntinger of weighted average shares
outstanding changes as common shares are issugehptito employee stock plans and for other pugposas shares are repurchased.
Accordingly, the sum of the quarterly earnings gleaire data may not agree to the total for the year.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.
PART Il

Except for the information relating to the execatofficers of the Company set forth in Part | athnnual report on Form 10-K, the
information called for by Items 10-13 is contairiedhe Company’s definitive proxy statement for useonnection with its annual meeting of
shareholders scheduled to be held on April 22, 2808 is incorporated herein by reference.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
ITEM 11. EXECUTIVE COMPENSATION

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS
ITEM 14. CONTROLS AND PROCEDURES

(@) Evaluation of Disclosure Controls and Procedurés Compan’'s Chief Executive Officer and Chief Financial Offichave evaluate
the effectiveness of the Company’s disclosure adtind procedures (as such term is defined insRiBa-14c and 15d-14c under the
Securities Exchange Act of 1934, as amended (tkel&hge Act”)) as of a date within 90 days priothte filing date of this annual
report on Form 10-K (the “Evaluation Date”). Basadsuch evaluation, such officers have concludet] #s of the Evaluation Date, the
Company'’s disclosure controls and procedures deetefe in alerting them on a timely basis to miaenformation relating to the
Company (including its consolidated subsidiariesjuired to be included in the Comp’s periodic filings under the Exchange A

(b) Changes in Internal Controls: Since the EvaluabDate, there have not been any significant chaimgs'e Company’s internal controls
or in other factors that could significantly affectch controls

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(a) List of documents filed as part of this report
(1) Financial Statements.
See Index to Financial Statements, Bewf this Form 10-K.
(2) Financial Statement Schedules.
None.
(3) Exhibits.
See Index to Exhibits on pages 64-66 of Foisn 10-K.
(b) Reports on Form 8-K.
No reports on Form 8-K have been filed dytime quarter ended December 31, 2002.
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SIGNATURES

Pursuant to the requirements of Section 185¢d) of the Securities Exchange Act of 1934, tlegiRrant has duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized.

MOODY’'S CORPORATION
(Registrant’

By: /s/ JOHN RUTHERFURD, JR.

John Rutherfurd, Jr.
President and Chief Executive Offic

Date: March 21, 2003

Pursuant to the requirements of the Secufitiehange Act of 1934, this report has been sidgpebolw by the following persons on behalf of
the Registrant and in the capacities and on theiddicated.

/s/ JOHN RUTHERFURD, JI

/s/ CLIFFORD L. ALEXANDER, JR

John Rutherfurd, Jr. Director, President
and Chief Executive Officer
(principal executive officer

/s/ JEANNE M. DERINC

Clifford L. Alexander, Jr. Chairman of
the Board of Directors

/sl CHARLES R. BRUSCH

Jeanne M. Dering, Senior Vice President
and Chief Financial Officer
(principal financial officer’

/sl HALL ADAMS, JR

Charles R. Bruschi
Vice President and Corporate Controller
(principal accounting officel

/sl ROBERT R. GLAUBEF

Hall Adams, Jr., Directc

/sl MARY JOHNSTON EVANS

Robert R. Glauber, Directt

/sl HENRY A. MCKINNELL, JR. PH.D

Mary Johnston Evans, Direct

/s/ CONNIE MACK

Connie Mack, Directo

Date: March 21, 2003
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CHIEF EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

[, John Rutherfurd, Jr., Chief Executive Officebody’s Corporation certify that:

6.

I have reviewed this annual report on Forr-K of Moody's Corporation

Based on my knowledge, this annual report doésartain any untrue statement of a material faciit to state a material fact

necessary to make the statements made, in lightafircumstances under which such statements wade, not misleading with respect
to the period covered by this annual rep

Based on my knowledge, the financial statements$ adimer financial information included in this aahveport, fairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
annual report

The registrant’s other certifying officer andreaesponsible for establishing and maintainingld®ure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and ha\

a)

b)

<)

designed such disclosure controls and procedaressure that material information relating to tbgistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual
report is being prepare

evaluated the effectiveness of the regis’s disclosure controls and procedures as of a di#té@v@0 days prior to the filing date
this annual report (th* Evaluation Dat"); and

presented in this annual report our conclusidrmiithe effectiveness of the disclosure controts grocedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatidhe registrant’s auditors and the audit
committee of registra’s board of director:

a)

b)

all significant deficiencies in the design or ogiena of internal controls which could adverselyeaff the registra’s ability to record
process, summarize and report financial data awd tntified for the registrant’s auditors any eratl weaknesses in internal
controls; anc

any fraud, whether or not material, that involwesnagement or other employees who have a significée in the registrant’s
internal controls; an

The registrant’s other certifying officer anddve indicated in this annual report whether thegeavgignificant changes in internal
controls or in other factors that could signifidgraffect internal controls subsequent to the dditeur most recent evaluation, including
any corrective actions with regard to significaafidencies and material weakness

/s/ JOHN RUTHERFURD, JR.

John Rutherfurd, Jr.
President and Chief Executive Officer
March 21, 2003
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CHIEF FINANCIAL OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Jeanne M. Dering, Senior Vice President and fOfimancial Officer of Moody’s Corporation certiffat:

6.

I have reviewed this annual report on Forr-K of Moody's Corporation

Based on my knowledge, this annual report doésartain any untrue statement of a material faciit to state a material fact

necessary to make the statements made, in lightafircumstances under which such statements wade, not misleading with respect
to the period covered by this annual rep

Based on my knowledge, the financial statements$ adimer financial information included in this aahveport, fairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
annual report

The registrant’s other certifying officer andreaesponsible for establishing and maintainingld®ure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and ha\

a)

b)

<)

designed such disclosure controls and procedaressure that material information relating to tbgistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual
report is being prepare

evaluated the effectiveness of the regis’s disclosure controls and procedures as of a di#té@v@0 days prior to the filing date
this annual report (th* Evaluation Dat"); and

presented in this annual report our conclusidrmiithe effectiveness of the disclosure controts grocedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatidhe registrant’s auditors and the audit
committee of registra’s board of director:

a)

b)

all significant deficiencies in the design or ogiena of internal controls which could adverselyeaff the registra’s ability to record
process, summarize and report financial data awd tntified for the registrant’s auditors any eratl weaknesses in internal
controls; anc

any fraud, whether or not material, that involwesnagement or other employees who have a significée in the registrant’s
internal controls; an

The registrant’s other certifying officer anddve indicated in this annual report whether thegeavgignificant changes in internal
controls or in other factors that could signifidgraffect internal controls subsequent to the dditeur most recent evaluation, including
any corrective actions with regard to significaafidencies and material weakness

/s/ JEANNE M. DERING

Jeanne M. Dering

Senior Vice President and
Chief Financial Officer
March 21, 2003
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EXHIBIT
NUMBER

INDEX TO EXHIBITS

3 ARTICLES OF INCORPORATION AND B-LAWS

A

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lrk998
and as further amended effective October 1, 20@fb{porated by reference to Exhibit 3.1 to the Repo
Form &K of the Registrant, file numbe-14037, filed October 4, 200(

Amended and Restated -laws of the Registrant (incorporated by referemcExhibit 3.2 of the Registre’s
Registration Statement on Form 10, file numk-14037, filed June 18, 199¢

4 INSTRUMENTS DEFINING THE RIGHTS OF SECURITY HOLDERSNCLUDING INDENTURES

A

Specimen Common Stock certificate (incorporateddigrence to Exhibit 4.1 to the Report on Fol-K of the
Registrant, file number-14037, filed October 4, 200(

Amended and Restated Rights Agreement betweendfistRant, EquiServe Trust Company, N.A., as Ri
Agent, and The Bank of New York, as successor Riggent, dated as of October 22, 2001 (incorporayed
reference to Exhibit 4.2 to the Report on Forr-K of the Registrant, file numbe-14037, filed March 22, 2002

Five-Year Credit Agreement, dated as of SeptembgP@00, among the Registrant, certain subsidiafiése
Registrant, the lenders party thereto, The Chasghisttan Bank, as administrative agent, Citibanli.Nas
syndication agent, and The Bank of New York, asudoentation agent (incorporated by reference to lik#i2 to
the Report on Form-K of the Registrant, file numbe-14037, filed October 4, 200(

Amended and Restated Credit Agreement, dated @epgiember 10, 2001, between Moody’s Corporation and
certain subsidiaries of the Registrant, the lengdargy thereto, The Chase Manhattan Bank, as adtrative agen
Citibank, N.A., as syndication agent, and The Bahkew York, as documentation agent (incorporatgd b
reference to Exhibit 10.1 to the Report on FormL6f the Registrant, file number 1-14037, filed Mmber 14,
2001).

Amended and Restated 364-Day Credit Agreementddetef September 9, 2002, between Moody’s Corjporat
and certain subsidiaries of the Registrant, thddenparty thereto, JP Morgan Chase Bank, as astmgtive agen
Citibank, N.A., as syndication agent, and The BahKew York, as documentation agent (incorporatgd b
reference to Exhibit 10.1 to the Report on FormL6f the Registrant, file number 1-14037, filed Mmber 14,
2002).

10 MATERIAL CONTRACTS

A

Distribution Agreement, dated as of September 8002between the Registrant and The Dun & Bradstree
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.1 to the ReparForm 8-
K of the Registrant, file numbe-14037, filed October 4, 200(

Tax Allocation Agreement, dated as of Septembe2800, between the Registrant and The Dun & Bradt
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.2 to the ReparForm 8-
K of the Registrant, file numbe-14037, filed October 4, 200(

Employee Benefits Agreement, dated as of SepteBhe2000, between the Registrant and The Dun & &radt
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.3 to the ReporForm 8-
K of the Registrant, file numbe-14037, filed October 4, 200(

Supplemental Executive Benefit Plan of Mo’s Corporation, dated as of September 30, 2000 rfhocated by
reference to Exhibit 10.4 to the Report on Forr-K of the Registrant, file numbe-14037, filed March 22, 200:
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NUMBER

.5

.10

A1

A2

A3

14

A5

16

A7

.18

A9

.20

Intellectual Property Assignments, dated as of &apter 1, 2000, between the Registrant and The DBrnagistreet
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.4 to the ReporForm 8-K of the
Registrant, file number-14037, filed October 4, 200(

Pension Benefit Equalization Plan of Mo’'s Corporation (incorporated by reference to ExHibi to Registra’s
Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

Profit Participation Benefit Equalization Plan obbty' s Corporation (incorporated by reference to ExHibitl1 to
Registrar’s Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

The Moody’s Corporation Nonfunded Deferred Comp#asaPlan for NonEmployee Directors (incorporated by referenc
Exhibit 10.12 to Registra’s Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

1998 Moody’s Corporation Replacement Plan for Gerf#on-Employee Directors Holding Dun & Bradstr€xirporation
Equity-Based Awards (incorporated by referencexbiliit to Registrant’s Quarterly Report on FormQQfile number 1-
14037, filed November 14, 200(

1998 Mood's Corporation Replacement Plan for Certain Emplsyéelding Dun & Bradstreet Corporation Eqi-Based
Awards (incorporated by reference to Exhibit 10td Kegistrant’s Quarterly Report on Form 10-Q, filenber 114037, filec
November 14, 2000

1998 Moody’s Corporation Non-Employee Directord& Incentive Plan (as amended on April 23, 2001gofporated by
reference to Exhibit 10.11 to the Report on Forr-K of the Registrant, file numbe-14037, filed March 22, 2002

1998 Moody’s Corporation Key Employees’ Stock InoesPlan (incorporated by reference to ExhibitiBto Registrant’s
Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

Moody’s Corporation Career Transition Plan (incagied by reference to Exhibit 10.17 to RegistraAtisual Report on
Form 1(-K, file number -14037, filed March 15, 2001

Distribution Agreement, dated as of June 30, 18@8yveen R.H. Donnelley Corporation (f.k.a. The [BuBradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeeto Exhibit 10.1 to
Registrar’s Quarterly Report on Form -Q, filed August 14, 1998

2001 Mood's Corporation Key Employees Stock Incentive Plandiporated by reference to Exhibit 10.15 to thpdreon
Form 1(-K of the Registrant, file numbe-14037, filed March 22, 2002

Tax Allocation Agreement, dated as of June 30, 1888veen R.H. Donnelley Corporation (f.k.a. Then[BuBradstree
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeeto Exhibit 10.2 to
Registrar’s Quarterly Report on Form -Q, filed August 14, 1998

Employee Benefits Agreement, dated as of June @8,lbetween R.H. Donnelley Corporation (f.k.a. Then & Bradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeto Exhibit 10.3 to
Registrar’s Quarterly Report on Form -Q, filed August 14, 1998

Distribution Agreement, dated as of October 28,6129nong R.H. Donnelley Corporation (f.k.a. The BuBradstree
Corporation), Cognizant Corporation and ACNielsemg@ration (incorporated by reference to Exhibipd@o the Annual
Report on Form 10-K of R.H. Donnelley Corporatifk.6. The Dun & Bradstreet Corporation) for thewyended
December 31, 1996, file numbe-7155, filed March 27, 1997

Tax Allocation Agreement, dated as of October ZB6, among R.H. Donnelley Corporation (f.k.a. Then[& Bradstree
Corporation), Cognizant Corporation and ACNielsemg@ration (incorporated by reference to Exhibify)l@o the Annual
Report on Form 10-K of R.H. Donnelley Corporatidk.6. The Dun & Bradstreet Corporation) for thayended
December 31, 1996, file numbe-7155, filed March 27, 1997

Employee Benefits Agreement, dated as of Octobel 286, among R.H. Donnelley Corporation (f.k.aeThun &
Bradstreet Corporation), Cognizant Corporation A@dNielsen Corporation (incorporated by referenc&xbibit 10(z) to the
Annual Report on Form 10-K of R.H. Donnelley Comion (f.k.a. The Dun & Bradstreet Corporation) floe year ended
December 31, 1996, file numbe-7155, filed March 27, 1997
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Indemnity and Joint Defense Agreement, dated &ctdber 28, 1996, among R.H. Donnelley Corporafidna. The Dur
& Bradstreet Corporation), Cognizant Corporatiod &CNielsen Corporation (incorporated by referetcExhibit 10(aa)
to the Annual Report on Form 10-K of R.H. Donneli@grporation (f.k.a. The Dun & Bradstreet Corparajifor the year
ended December 31, 1996, file numb-7155, filed March 27, 1997

Separation Agreement and General Release, datefdAgsil 10, 2001, between Moody’s Investors Seeyilnc. and Donald
Noe (incorporated by reference to Exhibit 10.1h® Report on Form -Q of the Registrant, file number 1-14037, filed
May 15, 2001)

Separation Agreement and General Release, datefdAgsil 10, 2001, between Moo'’'s Investors Service, Inc. a
Kenneth J. H. Pinkes (incorporated by referendextaibit 10.2 to the Report on Form 10-Q of the R&gint, file number 1-
14037, filed May 15, 2001

Agreement and Plan of Merger and Stock Purchaseehgent, dated as of February 10, 2002, by and aioogly’s
Corporation, XYZ Acquisition LLC, KMV LLC, KMV Corpration and the principal members of KMV LLC ane th
shareholders of KMV Corporation identified therdjimcorporated by reference to Exhibit 2.1 to trepBrt on Form 8-K of
the Registrant, file numbe~14037, filed February 22, 200:

Note Purchase Agreement, dated as of October 8, 2000ng the Registrant and the purchasers nareeslrit

Form of 7.61% Senior Notes due 2005 (included ihikik 10.25 hereto)

SUBSIDIARIES OF THE REGISTRANT List of Active Suldsaries as of February 28, 20(

CONSENTS OF EXPERTS AND COUNSEL Consent of PricemtaduseCoopers LLI

ADDITIONAL EXHIBITS

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

* Filed herewitt
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MOODY'S CORPORATION

99 Church Street
New York, New York 10007

7.61% Senior Notes due 2005
As of October 3, 2000
TO THE PURCHASERS WHOSE NAMES APPEAR IN THE ACCEPTANCE FORM AT THE END HEREOF:
Ladies and Gentlemen:

MOODY'S CORPORATION, a Delaware corporation (th&dMPANY"), agrees with each of the purchasers whasaes appear in the
acceptance form at the end hereof (each, a "Pwechasd, collectively, the "Purchasers") as follows

1.AUTHORIZATION OF NOTES.

The Company will authorize the issue and sale 60$B0,000 aggregate principal amount of its 7.@&enior Notes due 2005. As used herein,
the term "Notes" includes all notes originally isdipursuant to this Agreement and any other negegd in substitution therefor pursuant to
Section 13. The Notes shall be substantially inféinen set out in Exhibit 1, with such changes tfrem, if any, as may be approved by each
Purchaser and the Company. Certain capitalizedstesad in this Agreement are defined in Schedulef@rences to a "Schedule" or an
"Exhibit" are, unless otherwise specified, to a&ltitle or an Exhibit attached to this Agreement.

Payment of the principal of, Make-Whole Amountgify) and interest on the Notes shall be guararigeéde Subsidiary Guarantors as
contemplated by
Section 9.6 and as provided in the Subsidiary Guaes.

2.SALE AND PURCHASE OF NOTES.

Subject to the terms and conditions of this Agrestmtie Company will issue and sell to each Pumhasd each Purchaser will purchase from
the Company, at the Closing provided for in Sec8phlotes in the principal amount specified opposiich Purchaser's name in Schedule A at
the purchase price of 100% of the principal amahbateof. The Purchasers' obligations hereundeseweral and not joint obligations and no
Purchaser shall have any liability to any Persaritie performance or non-performance of any olibgaby any other Purchaser hereunder.



3.CLOSING.

The sale and purchase of the Notes to be purchmsedch Purchaser shall occur at the offices obafik, Tweed, Hadley & McCloy LLP, O
Chase Manhattan Plaza, New York, New York 10008020 a.m., New York City time, at a closing (ti&osing") on October 3, 2000. At
the Closing the Company will deliver to each Pusarahe Notes to be purchased by such Purchasiez form of a single Note (or such
greater number of Notes in denominations of att 460,000 as such Purchaser may request) datethte®f the Closing and registered in
such Purchaser's name (or in the name of such &ech nominee), against delivery by such Purchiagee Company or its order of
immediately available funds in the amount of thecpase price therefor by wire transfer of immedjasailable funds for the account of
Moody's Corporation to account number 32323324¢hatChase Manhattan Bank in New York, New York, AB@21-000-021. If at the
Closing the Company shall fail to tender such Nabesny Purchaser as provided above in this Se8ti@n any of the conditions specified in
Section 4 shall not have been fulfilled to suchdRaser's satisfaction, such Purchaser shall, atBurchaser's election, be relieved of all
further obligations under this Agreement, withdwereby waiving any rights such Purchaser may hgwedson of such failure or such
nonfulfillment.

4.CONDITIONS TO CLOSING.

Each Purchaser's obligation to purchase and pahédNotes to be sold to such Purchaser at thar@glés subject to the fulfillment to such
Purchaser's satisfaction, prior to or at the Clpsad the following conditions:

4.1 REPRESENTATIONS AND WARRANTIES.
The representations and warranties of the Compattyis Agreement shall be correct when made atigeaime of the Closing.
4.2 PERFORMANCE; NO DEFAULT.

The Company shall have performed and complied alltagreements and conditions contained in thissAgrent required to be performed or
complied with by it prior to or at the Closing aaffler giving effect to the issue and sale of théedand the application of the proceeds the
as contemplated by Schedule 5.14) no Default onEwkEDefault shall have occurred and be continuing

4.3 COMPLIANCE CERTIFICATES.

(a) Officer's Certificate. The Company shall haeéwkred to such Purchaser an Officer's Certificdéded the date of the Closing, certifying
that the conditions specified in Sections 4.1, 4.9,and 4.10 have been fulfilled.

(b) Secretary's Certificate. The Company shall réalevered to such Purchaser a certificate, ddtedlate of Closing, certifying as to the
resolutions attached thereto and other corporatesedings relating to the authorization, execusiod delivery of the Notes and this
Agreement.



4.4 OPINIONS OF COUNSEL.

Such Purchaser shall have received opinions in orthsubstance satisfactory to such Purchased ttatelate of the Closing (a) from
Simpson Thacher & Bartlett, special counsel for@menpany, covering the matters set forth in Exmbidt(a) and covering such other matters
incident to the transactions contemplated herelsuaB Purchaser or the Purchasers' counsel magnadalg request (and the Company hereby
instructs its counsel to deliver such opinion t® Burchasers) and (b) from Milbank, Tweed, HadleM& loy LLP, the Purchasers' special
New York counsel in connection with such transawdjcubstantially in the form set forth in Exhii#(b) and covering such other matt
incident to such transactions as such Purchasereaapnably request.

4.5 PURCHASE PERMITTED BY APPLICABLE LAW, ETC.

On the date of the Closing such Purchaser's pueabfadotes shall (i) be permitted by the laws agglitations of each jurisdiction to which
such Purchaser is subject, without recourse toigimns (such as Section 1405(a)(8) of the New Yoskirance Law) permitting limited
investments by insurance companies without regirics to the character of the particular investmen

(i) not violate any applicable law or regulatianqluding, without limitation, Regulation U, T or &f the Board of Governors of the Federal
Reserve System) and (iii) not subject such Purchaseny tax, penalty or liability under or purstigmany applicable law or regulation, which
law or regulation was not in effect on the datesbérlf requested by such Purchaser, such Purckha#ithave received an Officer's Certificate
from the Company certifying as to such mattersacf fis such Purchaser may reasonably specify tdeesach Purchaser to determine whether
such purchase is so permitted.

4.6 SALE OF OTHER NOTES.

Contemporaneously with the Closing the Companyl skedlito each other Purchaser and each other Bseclshall purchase the Notes to be
purchased by it at the Closing as specified in 8aleeA.

4.7 PAYMENT OF SPECIAL COUNSEL FEES.

Without limiting the provisions of Section 15.1etEompany shall have paid on or before the Claindees, charges and disbursements ¢
Purchasers' special counsel referred to in Sedtid) to the extent reflected in a statement ochstounsel rendered to the Company at least
one Business Day prior to the Closing.

4.8 PRIVATE PLACEMENT NUMBER.

A Private Placement number issued by Standard &®@dJSIP Service Bureau (in cooperation with teeusities Valuation Office of the
National Association of Insurance Commissionerg)ldtave been obtaine
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4.9 CHANGES IN CORPORATE STRUCTURE.

Except as specified in Schedule 4.9, the Compaaly sbt have changed its jurisdiction of incorpaator been a party to any merger or
consolidation and shall not have succeeded ta @hg substantial part of the liabilities of anyet entity, at any time following the date of the
most recent financial statements referred to inreSale 5.5.

4.10 SPIN-OFF.
The Spin-Off shall have occurred.
4.11 PROCEEDINGS AND DOCUMENTS.

All corporate and other proceedings in connectidgth the transactions contemplated by this Agreeraedtall documents and instruments
incident to such transactions shall be satisfadmmiguch Purchaser and the Purchasers' speciaelpand such Purchaser and such special
counsel shall have received all such counterpaginais or certified or other copies of such docatses such Purchaser or such special
counsel may reasonably request.

5.REPRESENTATIONS AND WARRANTIES OF THE COMPANY.
The Company represents and warrants to each Percihas:
5.1 ORGANIZATION; POWER AND AUTHORITY.

The Company is a corporation duly organized, valekisting and in good standing under the lawdjurisdiction of incorporation, and is
duly qualified as a foreign corporation and is god standing in each jurisdiction in which suchliication is required by law, other than
those jurisdictions as to which the failure to begsalified or in good standing would not, indivadly or in the aggregate, reasonably be
expected to have a Material Adverse Effect. The @amy has the corporate power and authority to omhrotd under lease the properties it
purports to own or hold under lease, to transaebilsiness it transacts and proposes to transamtetute and deliver this Agreement and the
Notes and to perform the provisions hereof andetbfe

5.2 AUTHORIZATION, ETC.

This Agreement and the Notes have been duly azimbidy all necessary corporate action on the faneoCompany, and this Agreement
constitutes, and upon execution and delivery tHfexach Note will constitute, a legal, valid anddiimg obligation of the Company enforceable
against the Company in accordance with its terxxe @ as such enforceability may be limited byafiplicable bankruptcy, insolvency,
reorganization, moratorium or other similar lawfeefing the enforcement of creditors' rights getynd (ii) general principles of equity
(regardless of whether such enforceability is adergd in a proceeding in equity or at law).
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5.3 DISCLOSURE.

The Company, through its co-agents, Salomon Snatim@&y Inc. and The Bank of New York, has delivaredach Purchaser a copy of an
Offering Placement Memorandum, dated August 2008 MEMORANDUM"), relating to the transactions centplated hereby. Except as
disclosed in Schedule 5.3, this Agreement, the Manmatum, the documents, certificates or other wggiidentified in Schedule 5.3 and the
financial statements listed in Schedule 5.5, tad®a whole, do not contain any untrue statemeatroéterial fact or omit to state any material
fact necessary to make the statements therein istgading in light of the circumstances under witodly were made. Except for the Spin-Off
and as disclosed in the Memorandum or as exprédssigribed in Schedule 5.3, or in one of the docusyeertificates or other writings
identified therein, or in the financial statemeligted in Schedule 5.5, since December 31, 19%9¢ethas been no change in the financial
condition, operations, business or properties @f@Gbmpany or any of its Subsidiaries except chattgasndividually or in the aggregate wo
not reasonably be expected to have a Material AsdvEffect.

5.4 ORGANIZATION AND OWNERSHIP OF SHARES OF SUBSKRIES.

(a) Schedule 5.4 is (except as noted therein) gtEimand correct list of the Company's Subsidsas@owing, as to each Subsidiary, the
correct name thereof, the jurisdiction of its ongation, the percentage of shares of each clags oépital stock or similar equity interests
outstanding owned by the Company and each othesidiaty, and whether, as of the date of the Clgsingh Subsidiary shall be a Subsidiary
Guarantor.

(b) All of the outstanding shares of capital stoclsimilar equity interests of each Subsidiary shawSchedule 5.4 as being owned by the
Company and its Subsidiaries have been validlyedsare fully paid and nonassessable and are olsngte Company or another Subsidiary
free and clear of any Lien (except as otherwiseloi®d in Schedule 5.4).

(c) Each Subsidiary identified in Schedule 5.4 egporation or other legal entity duly organizedlidly existing and in good standing under
the laws of its jurisdiction of organization, arsdduly qualified as a foreign corporation or otlegral entity and is in good standing in each
jurisdiction in which such qualification is requirey law, other than those jurisdictions as to \uhtee failure to be so qualified or in go
standing would not, individually or in the aggregatasonably be expected to have a Material Adveffect. Each such Subsidiary has the
corporate or other power and authority to own ddhumder lease the properties it purports to owhadd under lease and to transact the
business it transacts and proposes to transact.

5.5 FINANCIAL STATEMENTS.

The Company has delivered to each Purchaser copthe combined financial statements of the Compgetgd on Schedule 5.5. All of said
financial statements fairly present in all materedpects the combined financial position of thenBany as of the respective dates thereof and
the combined results of its operations and casksfior the respective periods so specified in confty with GAAP (subject, in the case of ¢
interim financial statements, to normal year-engistthents).



5.6 COMPLIANCE WITH LAWS, OTHER INSTRUMENTS, ETC.

The execution, delivery and performance by the Camppof this Agreement and the Notes will not (intavene, result in any breach of, or
constitute a default under, or result in the coeatf any Lien in respect of any property of thex@any or any Subsidiary under, any indent
mortgage, deed of trust, loan, purchase or crggédeament, lease, corporate charter or by-lawsnyiother Material agreement or instrument to
which the Company or any Subsidiary is bound owhjch the Company or any Subsidiary or any of thespective properties may be bound
or affected, (ii) conflict with or result in a bretaof any of the terms, conditions or provisiongny order, judgment, decree, or ruling of any
court, arbitrator or Governmental Authority appbéato the Company or any Subsidiary or (iii) vielany provision of any statute or other

or regulation of any Governmental Authority appliteato the Company or any Subsidiary.

5.7 GOVERNMENTAL AUTHORIZATIONS, ETC.

No consent, approval or authorization of, or registn, filing or declaration with, any Governmenaithority is required in connection wi
the execution, delivery or performance by the Comypa this Agreement or the Notes.

5.8 LITIGATION; OBSERVANCE OF STATUTES AND ORDERS.

(a) Except as disclosed in Schedule 5.8, thera@utions, suits or proceedings pending or, tkilwvledge of the Company, threatened
against or affecting the Company or any Subsidiargny property of the Company or any Subsidiargrig court or before any arbitrator of
any kind or before or by any Governmental Authotitst, individually or in the aggregate, would r@asbly be expected to have a Material
Adverse Effect.

(b) Neither the Company nor any Subsidiary is ifadi under any order, judgment, decree or rulihgry court, arbitrator or Governmental
Authority or is in violation of any applicable lawrdinance, rule or regulation (including withoumitation Environmental Laws) of any
Governmental Authority, which default or violatiandividually or in the aggregate, would reasondiyexpected to have a Material Adverse
Effect.

5.9 TAXES.

The Company and its Subsidiaries have filed albime tax returns that are required to have beea ifil@ny jurisdiction, and have paid all
taxes shown to be due and payable on such retachalbother taxes and assessments payable by thehg extent such taxes and assessr
have become due and payable and before they havenkedelinquent, except for any taxes and assessifiethe amount of which is not
individually or in the aggregate Material or (ii)et amount, applicability or validity of which isrcantly being contested in good faith by
appropriate proceedings and with respect to whienGompany or a Subsidiary, as the case may bestaslished adequate reserves in
accordance with GAAP.



5.10 TITLE TO PROPERTY; LEASES.

The Company and its Subsidiaries have good anétiuft title to their respective Material propestiéncluding all such properties reflected in
the most recent audited balance sheet referred3$edtion 5.5 or purported to have been acquirettidyCompany or any Subsidiary after said
date (except as sold or otherwise disposed ofdrottinary course of business), in each case fréelaar of Liens prohibited by this
Agreement, except for those defects in title arehkithat, individually or in the aggregate, woubd Inave a Material Adverse Effect. All leases
that the Company or any Subsidiary is party teeasde and that individually or in the aggregatéviaterial are valid and subsisting and are in
full force and effect in all material respects.

5.11 LICENSES, PERMITS, ETC.

Except as disclosed in Schedule 5.11, the Compadyts. Subsidiaries own or possess all licensasipg franchises, authorizations, patents,
copyrights, service marks, trademarks and tradessaor rights thereto, that are Material, withoudwn conflict with the rights of others,
except for those conflicts that, individually orthre aggregate, would not have a Material AdveiféecE

5.12 COMPLIANCE WITH ERISA.

(a) The Company and each ERISA Affiliate have ofeer@and administered each Plan in compliance Jiigpplicable laws except for such
instances of noncompliance as have not resultaddncould not reasonably be expected to resulMat@rial Adverse Effect. Neither the
Company nor any ERISA Affiliate has incurred argbiiity pursuant to Title | or IV of ERISA or theepalty or excise tax provisions of the
Code relating to employee benefit plans (as defin&kction 3 of ERISA), and no event, transactiooondition has occurred or exists that
would reasonably be expected to result in the merwoe of any such liability by the Company or alRIEA Affiliate, or in the imposition of
any Lien on any of the rights, properties or asséthe Company or any ERISA Affiliate, in eithease pursuant to Title | or IV of ERISA or to
such penalty or excise tax provisions or to Secfidh(a)(29) or 412 of the Code, other than sudiliiges or Liens as would not be individue
or in the aggregate Material.

(b) The present value of the aggregate benefitlii@ls under each of the Plans (other than Mulfioyer Plans), determined as of the end of
such Plan's most recently ended plan year on thie bathe actuarial assumptions specified for foggurposes in such Plan's most recent
actuarial valuation report, did not exceed the eggte current value of the assets of such Plagadile to such benefit liabilities. The term
"benefit liabilities" has the meaning specifiedsigction 4001 of ERISA and the terms "current valrad "present value" have the meaning
specified in section 3 of ERISA.

(c) The Company and its ERISA Affiliates have naiurred withdrawal liabilities (and are not subjectontingent withdrawal liabilities)
under section 4201 or 4204 of ERISA in respect aftdmployer Plans that individually or in the aggate are Material.
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(d) The expected postretirement benefit obligafietermined as of the last day of the Company's neagntly ended fiscal year in accordance
with Financial Accounting Standards Board StatenNmt106, without regard to liabilities attributakib continuation coverage mandated by
section 4980B of the Code) of the Company andiitssiliaries is not Material.

(e) The execution and delivery of this Agreemert tire issuance and sale of the Notes hereundenetilhvolve any transaction that is sub

to the prohibitions of section 406 of ERISA or mnoection with which a tax could be imposed purst@asection 4975(c)(1)(A)-(D) of the
Code. The representation by the Company in thedéstence of this Section 5.12(e) is made inme#aupon and subject to the accuracy of the
Purchasers' representation in Section 6.2 as tsdinees of the funds to be used to pay the pueghidse of the Notes to be purchased by the
Purchasers.

5.13 PRIVATE OFFERING BY THE COMPANY.

Neither the Company nor anyone acting on its bdtedfoffered the Notes or any similar securitieséde to, or solicited any offer to buy a

of the same from, or otherwise approached or naggatiin respect thereof with, any person other tharPurchasers and not more than 80 «
Institutional Investors, each of which has beeeraff the Notes at a private sale for investmenthiiethe Company nor anyone acting on its
behalf has taken, or will take, any action that ld@ubject the issuance or sale of the Notes todbistration requirements of Section 5 of the
Securities Act.

5.14 USE OF PROCEEDS; MARGIN REGULATIONS.

The Company will apply the proceeds of the salthefNotes as set forth in Schedule 5.14. No pattt@proceeds from the sale of the Notes
hereunder will be used, directly or indirectly, fbe purpose of buying or carrying any margin stegkin the meaning of Regulation U of the
Board of Governors of the Federal Reserve SysténC@R 221), or for the purpose of buying or camgyim trading in any securities under
such circumstances as to involve the Company iolation of Regulation X of said Board (12 CFR 224}o involve any broker or dealer in a
violation of Regulation T of said Board (12 CFR 22dargin stock does not constitute more than 5%mefvalue of the consolidated assets of
the Company and its Subsidiaries and the Compaey dot have any present intention that margin stolticonstitute more than 5% of the
value of such assets. As used in this Sectiortettmes "margin stock" and "purpose of buying or yiaig" shall have the meanings assigned to
them in said Regulation U.

5.15 EXISTING INDEBTEDNESS.

Except as described therein, Schedule 5.15 satsdaromplete and correct list of all outstandindebtedness of the Company and its
Subsidiaries as of October 2, 2000, since which tlere has been no Material change in the amautesest rates, sinking funds, installment
payments or maturities of the Indebtedness of trgany or its Subsidiaries. Neither the Companyamyr Subsidiary is in default and no
waiver of default is currently in effect, in theymaent of any principal or interest on any Indebesinof the Company or such
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Subsidiary and no event or condition exists wittpect to any Indebtedness of the Company or angi&aby the outstanding principal amo!
of which exceeds $5,000,000 that would permit lgatt tvith notice or the lapse of time, or both, vebpérmit) one or more Persons to cause
such Indebtedness to become due and payable hisfstated maturity or before its regularly schedudlates of payment.

5.16 FOREIGN ASSETS CONTROL REGULATIONS, ETC.

Neither the sale of the Notes by the Company heteuunor its use of the proceeds thereof will vieldite Trading with the Enemy Act,
amended, or any of the foreign assets control atigums of the United States Treasury DepartmentOBR, Subtitle B, Chapter V, as amenc
or any enabling legislation or executive ordertretathereto.

5.17 STATUS UNDER CERTAIN STATUTES.

Neither the Company nor any Subsidiary is subjgcegulation under the Investment Company Act &fdl%s amended, the Public Util
Holding Company Act of 1935, as amended, the ItaegCommerce Act, as amended, or the Federal Phgteas amended.

6.REPRESENTATIONS OF THE PURCHASER.
6.1 PURCHASE FOR INVESTMENT.

Each Purchaser represents that such Purchasectsging the Notes for its own account or for oneore separate accounts maintained by it
or for the account of one or more pension or thustls and not with a view to the distribution thefreorovided that the disposition of such
Purchaser's or their property shall at all timesviihin such Purchaser's or their control. EachcRaser understands that the Notes have not
been registered under the Securities Act and magdmd only if registered pursuant to the provisiof the Securities Act or if an exemption
from registration is available, except under cirstemces where neither such registration nor suexemption is required by law, and that the
Company is not required to register the Notes.

6.2 SOURCE OF FUNDS.

Each Purchaser represents that at least one &fltbeing statements is an accurate representatioto each source of funds (a "Source") to be
used by such Purchaser to pay the purchase prite dfotes to be purchased by such Purchaser fdeun

(a) the Source is an "insurance company generauatt(as the term is defined in PTE 95-60 (issiidgt 12, 1995)) in respect of which the
reserves and liabilities (as defined by the anstatbment for life insurance companies approvethéWational Association of Insurance
Commissioners (the "NAIC Annual Statement")) foe tieneral account contract(s) held by or on betfahy employee benefit plan together
with the amount of the reserves and liabilitiestfar general account contract(s) held by or on lbehany other employee benefit plans
maintained by the same employer (or affiliate tbées defined in PTE 95-60) or by the same employee
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organization in the general account do not exc®d a&f the total reserves and liabilities of thegrahaccount (exclusive of separate account
liabilities) plus surplus as set forth in the NAM@nual Statement filed with such Purchaser's sthteomicile; or

(b) the Source is a separate account that is niaéutasolely in connection with such Purchaser'sdigontractual obligations under which the
amounts payable, or credited, to any employee bepiah (or its related trust) that has any intenesuch separate account (or to any
participant or beneficiary of such plan (includisgy annuitant)) are not affected in any mannehkyinvestment performance of the separate
account; or

(c) the Source is either (i) an insurance compaoleul separate account, within the meaning of PO @ssued January 29, 1990), or (ii) a
bank collective investment fund, within the mean@ighe PTE 91-38 (issued July 12, 1991) and, exasplisclosed by such Purchaser to the
Company in writing pursuant to this paragraph ifio)employee benefit plan or group of plans mairtdiby the same employer or employee
organization beneficially owns more than 10% ofaaltets allocated to such pooled separate accooali@ctive investment fund; or

(d) the Source constitutes assets of an "investfoedt' (within the meaning of Part V of the QPAMd&mption) managed by a "qualified
professional asset manager" or "QPAM" (within theaming of Part V of the QPAM Exemption), no empkyenefit plan's assets that are
included in such investment fund, when combinedhhe assets of all other employee benefit platebished or maintained by the same
employer or by an affiliate (within the meaning of

Section V(c)(1) of the QPAM Exemption) of such eoydr or by the same employee organization and nehbg such QPAM, exceed 20%
the total client assets managed by such QPAM, dhditions of Part I(c) and (g) of the QPAM Exemptiare satisfied, neither the QPAM nc¢
person controlling or controlled by the QPAM (appty the definition of "control" in Section V(e) ttie QPAM Exemption) owns a 5% or
more interest in the Company and (i) the identftguch QPAM and (ii) the names of all employee Biepéans whose assets are included in
such investment fund have been disclosed to thep@oynin writing pursuant to this paragraph (d); or

(e) the Source constitutes assets of a "plan(sjhifwthe meaning of

Section IV of PTE 96-23 (the "INHAM Exemption")) maged by an "in-house asset manager” or "INHAMtHinithe meaning of Part IV of
the INHAM Exemption), the conditions of Part I(&)) and (h) of the INHAM Exemption are satisfiegjther the INHAM nor a person
controlling or controlled by the INHAM (applying éhdefinition of "control" in Section IV(h) of th&lHAM Exemption) owns a 5% or more
interest in the Company and (i) the identity oftfsildHAM and (ii) the name(s) of the employee bengfan(s) whose assets constitute the
Source have been disclosed to the Company in @nitursuant to this paragraph (e); or

(f) the Source is a governmental plan; or
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(9) the Source is one or more employee benefitsplana separate account or trust fund comprisemefor more employee benefit plans, each
of which has been identified to the Company iniwgtpursuant to this paragraph (g); or

(h) the Source does not include assets of any eraplbenefit plan, other than a plan exempt froncthwerage of ERISA.

As used in this Section 6.2, the terms "employaefieplan”, "governmental plan”, and "separateoact” shall have the respective meanings
assigned to such terms in Section 3 of ERISA.

7.INFORMATION AS TO COMPANY.
7.1 FINANCIAL AND BUSINESS INFORMATION.
The Company shall deliver to each holder of Notes is an Institutional Investor:

(a) Quarterly Statements - within 60 days afterghé of each quarterly fiscal period in each figesdr of the Company (other than the last
quarterly fiscal period of each such fiscal yeddplicate copies of,

(i) a consolidated balance sheet of the Companyitar8Lbsidiaries as at the end of such quartef, an

(i) consolidated statements of operations, chaingebareholders' equity and cash flows of the Camgand its Subsidiaries, for such quarter
and (in the case of the second and third quartershe portion of the fiscal year ending with supfarter,

setting forth in each case in comparative formfitperes for the corresponding periods in the presifiscal year, all in reasonable detail,
prepared in accordance with GAAP applicable to wgubrfinancial statements generally, and certitigda Senior Financial Officer as fairly
presenting, in all material respects, the finanp@ition of the companies being reported on aeit tiesults of operations and cash flows,
subject to changes resulting from yesd adjustments, provided that delivery within tiiee period specified above of copies of the Conyfs
Quarterly Report on Form 10-Q prepared in compkawith the requirements therefor and filed with 8exurities and Exchange Commission
shall be deemed to satisfy the requirements ofSaigtion 7.1(a);

(b) Annual Statements - within 120 days after the ef each fiscal year of the Company, duplicajgie® of;
(i) a consolidated balance sheet of the Companyitar®ubsidiaries, as at the end of such year, and
(i) consolidated statements of operations, chainmgebareholders' equity and cash flows of the Camgand its Subsidiaries, for such year,
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setting forth in each case in comparative formfidperes for the previous fiscal year, all in reaalble detail, prepared in accordance with
GAAP, and accompanied by an opinion thereon ofpedéent certified public accountants of recognizatibnal standing, which opinion shall
state that such financial statements present fairlgll material respects, the financial positafrthe companies being reported upon and their
results of operations and cash flows and have peggared in conformity with GAAP, and that the exzattion of such accountants in
connection with such financial statements has Inegthe in accordance with generally accepted auditiagdards, and that such audit provides
a reasonable basis for such opinion in the circantgs, provided that the delivery within the tinegipd specified above of the Company's
Annual Report on Form 10-K for such fiscal yeagéther with the Company's annual report to shadehs] if any, prepared pursuant to Rule
14a-3 under the Exchange Act) prepared in accosdaiitt the requirements therefor and filed with 8eeurities and Exchange Commission
shall be deemed to satisfy the requirements ofSaigtion 7.1(b);

(c) SEC and Other Reportsupon the request of any such holder after beirijien by the Company of any of the following (atiie Compan
hereby agrees to promptly notify each holder ofoaeNof any of the following), one copy of (i) edafmancial statement, report, notice or proxy
statement sent by the Company or any Subsidigpultic securities holders generally, and (ii) eestular or periodic report, each registration
statement that shall have become effective (witleabibits except as expressly requested by suatehpland each final prospectus and all
amendments thereto filed by the Company or any iBialbg with the Securities and Exchange Commission;

(d) Notice of Default or Event of Default -- prorhptand in any event within five days after a Resgible Officer becoming aware of the
existence of any Default or Event of Default, atten notice specifying the nature and period o$texice thereof and what action the Company
is taking or proposes to take with respect thereto;

(e) ERISA Matters -- promptly, and in any eventhwitfive days after a Responsible Officer becomamgre of any of the following, a written
notice setting forth the nature thereof and theacif any, that the Company or an ERISA Affiligieoposes to take with respect thereto:

(i) with respect to any Plan, any reportable evastiefined in section 4043(b) of ERISA and theuk&tipns thereunder, for which notice
thereof has not been waived pursuant to such régusaas in effect on the date hereof; or

(i) the taking by the PBGC of steps to institutethe threatening by the PBGC of the institutibnpooceedings under section 4042 of ERISA
for the termination of, or the appointment of sstae to administer, any Plan, or the receipt byQbmpany or any ERISA Affiliate of a notice
from a Multiemployer Plan that such action has beden by the PBGC with respect to such Multiemptdylan; or

(iii) any event, transaction or condition that abuésult in the incurrence of any liability by tBempany or any ERISA Affiliate pursuant to
Title I or IV of ERISA or the penalty or excise tprovisions of the Code relating
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to employee benefit plans, or in the impositiorany Lien on any of the rights, properties or asséthe Company or any ERISA Affiliate
pursuant to Title | or IV of ERISA or such penattiyexcise tax provisions, if such liability or Lictaken together with any other such liabilities
or Liens then existing, would reasonably be expktdehave a Material Adverse Effect; and

(H Requested Information -- with reasonable pramps, such other data and information relatinpedousiness, operations, affairs, financial
condition, assets or properties of the Companyngrad its Subsidiaries or relating to the abiliiytbe Company to perform its obligations
hereunder and under the Notes as from time to tirag be reasonably requested by any such holdeotssN

7.2 OFFICER'S CERTIFICATE.

Each set of financial statements delivered to dérabf Notes pursuant to Section 7.1 (a) or Secid(b) hereof shall be accompanied by a
certificate of a Senior Financial Officer settirggth:

(a) Covenant Compliance -- the information (inchgldetailed calculations) required in order to lelgsh whether the Company was in
compliance with the requirements of Section 10rBubh Section 10.7 hereof, inclusive, as of the @ttie quarterly or annual period covered
by the statements then being furnished and asyobtirer applicable dates of determination (inclgdivith respect to each such Section, where
applicable, the calculations of the maximum or mimm amount, ratio or percentage, as the case maebmissible under the terms of such
Sections, and the calculation of the amount, mtipercentage then in existence); and

(b) Event of Default -- a statement that such efficas reviewed the relevant terms hereof and laae nor caused to be made, under his or her
supervision, a review of the transactions and dam of the Company and its Subsidiaries fromktéginning of the quarterly or annual per
covered by the statements then being furnisheldet@ate of the certificate and that such revievl siod have disclosed the existence during
such period of any condition or event that constgla Default or an Event of Default or, if anylsgondition or event existed or exists
(including, without limitation, any such event andition resulting from the failure of the Compamyany Subsidiary to comply with any
Environmental Law), specifying the nature and pgenb existence thereof and what action the Comsuayl have taken or proposes to take
with respect thereto.

7.3 INSPECTION.
The Company shall permit the representatives df éatder of Notes that is an Institutional Investor

(a) No Default -if no Default or Event of Default then existstla expense of such holder and upon reasonablermiice to the Company,
visit the principal executive office of the Compaty discuss the affairs, finances and accountseoCompany and its Subsidiaries with the
Company's officers, and, with the consent of the
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Company (which consent will not be unreasonablykeétd) to visit the other offices and propertieshef Company and each Subsidiary, all at
such reasonable times and as often as may be eddgoaquested in writing; and

(b) Default -- if a Default or Event of Default thexists, at the expense of the Company to visitiaspect any of the offices or properties of
the Company or any Subsidiary, to examine all trespective books of account, records, reportso#imel papers, to make copies and extracts
therefrom, and to discuss their respective affimences and accounts with their respective offi@gad independent public accountants (ar
this provision the Company authorizes said accoust® discuss the affairs, finances and accoudrtteeacCompany and its Subsidiaries), all at
such times and as often as may be requested.

8.PREPAYMENT OF THE NOTES.

8.1 MATURITY.

As provided therein, the entire unpaid principabamt of the Notes shall be due and payable on BeyEe30, 2005.
8.2 OPTIONAL PREPAYMENTS WITH MAKE-WHOLE AMOUNT.

The Company may, at its option, upon notice asigeabelow, prepay at any time all, or from timditoe any part of, the Notes, in an amc
not less than 10% of the aggregate principal amofitite Notes then outstanding in the case of agb@repayment, at 100% of the principal
amount so prepaid, plus the Make-Whole Amount deitexd for the prepayment date with respect to guicitipal amount. The Company will
give each holder of Notes written notice of eactianal prepayment under this Section 8.2 not lkaa 80 days and not more than 60 days
prior to the date fixed for such prepayment. Eaathsnotice shall specify such date, the aggregateipal amount of the Notes to be prepaid
on such date, the principal amount of each Notd bglsuch holder to be prepaid (determined in ataore with Section 8.3), and the interest
to be paid on the prepayment date with respeai¢h principal amount being prepaid, and shall mwapanied by a certificate of a Senior
Financial Officer as to the estimated Mak#étole Amount due in connection with such prepayngealculated as if the date of such notice v
the date of the prepayment), setting forth theildetd such computation. Two Business Days priosuoh prepayment, the Company shall
deliver to each holder of Notes a certificate &emior Financial Officer specifying the calculatiofiisuch Make-Whole Amount as of the
specified prepayment date.

8.3 ALLOCATION OF PARTIAL PREPAYMENTS.

In the case of each partial prepayment of the Ndtesprincipal amount of the Notes to be prephalide allocated among all of the Notes at
the time outstanding in proportion, as nearly asficable, to the respective unpaid principal antetimereof not theretofore called for
prepayment.

14



8.4 MATURITY; SURRENDER, ETC.

In the case of each prepayment of Notes pursuahtg@ection 8, the principal amount of each Notbe prepaid shall mature and become
and payable on the date fixed for such prepaynmegéther with interest on such principal amountaed to such date and the applicable
Make-Whole Amount, if any. From and after such datéess the Company shall fail to pay such prigicgmount when so due and payable,
together with the interest and Make-Whole Amoudniy, as aforesaid, interest on such principalamshall cease to accrue. Any Note paid
or prepaid in full shall be surrendered to the Camypand cancelled and shall not be reissued, amtbi®shall be issued in lieu of any prepaid
principal amount of any Note.

8.5 PURCHASE OF NOTES.

The Company will not and will not permit any Affiie to purchase, redeem, prepay or otherwise agglirectly or indirectly, any of the
outstanding Notes except (a) upon the paymentepgyment of the Notes in accordance with the teftisis Agreement and the Notes or (b)
pursuant to an offer to purchase made by the Coynpaan Affiliate pro rata to the holders of all fée at the time outstanding upon the same
terms and conditions. Any such offer shall provédeh holder with sufficient information to enaliléoi make an informed decision with resg

to such offer, and shall remain open for at leashty Business Days. If the holders of more thab B0 the principal amount of the Notes then
outstanding accept such offer, the Company shathptly notify the remaining holders of such factahe expiration date for the acceptance
by holders of Notes of such offer shall be exterlofpethe number of days necessary to give eachramshining holder at least five Business
Days from its receipt of such notice to accept soitdr. The Company will promptly cancel all Nowsquired by it or any Affiliate pursuant to
any payment, prepayment or purchase of Notes potrso@ny provision of this Agreement and no Notesy be issued in substitution or
exchange for any such Notes.

8.6 MAKE-WHOLE AMOUNT.

The term "MAKE-WHOLE AMOUNT" means, with respectany Note, an amount equal to the excess, if apeoDiscounted Value of the
Remaining Scheduled Payments with respect to thledCRrincipal of such Note over the amount of sGeitled Principal, provided that the
Make-Whole Amount may in no event be less than.Zeoo the purposes of determining the Makbole Amount, the following terms have
following meanings:

"CALLED PRINCIPAL" means, with respect to any Notiee principal of such Note that is to be prepaitspant to Section 8.2 or has become
or is declared to be immediately due and payabisyaunt to
Section 12.1, as the context requires.

"DISCOUNTED VALUE" means, with respect to the Cdllerincipal of any Note, the amount obtained bgdismting all Remaining
Scheduled Payments with respect to such Calledipeahfrom their respective scheduled due dateseadettlement Date with respect to such
Called Principal, in accordance with accepted falarpractice and at a discount factor (appliedrensame periodic basis as that on which
interest on the Notes is payable) equal to the\Rsiiment Yield with respect to such Called Prinkipa
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"REINVESTMENT YIELD" means, with respect to the @al Principal of any Note, 0.50% over the yieldaturity implied by (i) the yields
reported, as of 10:00 A.M. (New York City time) tire second Business Day preceding the Settlemestvidth respect to such Called
Principal, on the display designated as Bloombéngricial Markets "Page PX1" (or such other disglaymay replace Bloomberg Financial
Markets "Page PX1") for actively traded U.S. Tregsecurities having a maturity equal to the Remngi\verage Life of such Called
Principal as of such Settlement Date, or (ii) iflsyields are not reported as of such time or tbkly reported as of such time are not
ascertainable, the Treasury Constant Maturity Sefields reported, for the latest day for whichtsyizlds have been so reported as of the
second Business Day preceding the Settlement Dgtaagpect to such Called Principal, in U.S. FatBeserve Statistical Release H.15 (£
(or any comparable successor publication) for attitaded U.S. Treasury securities having a consteturity equal to the Remaining
Average Life of such Called Principal as of sucktl&ment Date. Such implied yield will be deterndné necessary, by (a) converting U.S.
Treasury bill quotations to bond-equivalent yiglisiccordance with accepted financial practice @ydnterpolating linearly between (1) the
actively traded "on the run" U.S. Treasury secunitth the maturity closest to and greater thanReenaining Average Life and (2) the actively
traded "on the run" U.S. Treasury security with iegturity closest to and less than the Remainingrage Life.

"REMAINING AVERAGE LIFE" means, with respect to aBalled Principal, the number of years (calculdtethe nearest one-twelfth year)
obtained by dividing (i) such Called Principal ir{t) the sum of the products obtained by multiplyi(a) the principal component of each
Remaining Scheduled Payment with respect to sudkedCRrincipal by (b) the number of years (calcethto the nearest one-twelfth year) that
will elapse between the Settlement Date with ressfgesuch Called Principal and the scheduled dte afesuch Remaining Scheduled
Payment.

"REMAINING SCHEDULED PAYMENTS" means, with respecdthe Called Principal of any Note, all paymerftsuch Called Principal and
interest thereon that would be due after the Se#te Date with respect to such Called Principabifpayment of such Called Principal were
made prior to its scheduled due date, provideditisaich Settlement Date is not a date on whicéreggt payments are due to be made under the
terms of the Notes, then the amount of the nexteeting scheduled interest payment will be redibgetthe amount of interest accrued to such
Settlement Date and required to be paid on sudle8eint Date pursuant to Section 8.2 or 12.1.

"SETTLEMENT DATE" means, with respect to the CalRdncipal of any Note, the date on which such &hPrincipal is to be prepaid
pursuant to Section 8.2 or has become or is dettarbe immediately due and payable pursuant ttidet2.1, as the context requires.

9.AFFIRMATIVE COVENANTS.
The Company covenants that so long as any of thesNwe outstanding:
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9.1 COMPLIANCE WITH LAW.

The Company will and will cause each of its Sutzsiéis to comply with all laws, ordinances or goveemtal rules or regulations to which e
of them is subject, including, without limitatioBnvironmental Laws, and will obtain and maintaireffect all licenses, certificates, permits,
franchises and other governmental authorizatiooessary to the ownership of their respective ptageeor to the conduct of their respective
businesses, in each case to the extent necessamguce that nonempliance with such laws, ordinances or governalentes or regulations
failures to obtain or maintain in effect such lises, certificates, permits, franchises and otheegunental authorizations would not reason
be expected, individually or in the aggregate,aweha materially adverse effect on the businessabipns, affairs, financial condition,
properties or assets of the Company and its Swrsditaken as a whole.

9.2 INSURANCE.

The Company will and will cause each of its Sulesigis to maintain, with financially sound and regtlé¢ insurers, insurance with respect to
their respective properties and businesses agaioktcasualties and contingencies, of such typesuch terms and in such amounts (including
deductibles, co-insurance and self-insurance,gfjadte reserves are maintained with respect theagts customary in the case of entities of
established reputations engaged in the same aniasbusiness and similarly situated.

9.3 MAINTENANCE OF PROPERTIES.

The Company will and will cause each of its Sulzsiéis to maintain and keep, or cause to be magdaamd kept, their respective properties in
good repair, working order and condition (othemtloadinary wear and tear), so that the businesgedamn in connection therewith may be
properly conducted at all times, provided that 8éstion shall not prevent the Company or any $lidogi from discontinuing the operation ¢
the maintenance of any of its properties if sudtalntinuance is desirable in the conduct of itsrass and the Company has concluded that
such discontinuance would not, individually or lire taggregate, have a materially adverse effedi@business, operations, affairs, financial
condition, properties or assets of the Companyi@ngubsidiaries taken as a whole.

9.4 PAYMENT OF TAXES.

The Company will and will cause each of its Sulesiés to file all income tax or similar tax retumegjuired to be filed in any jurisdiction and
to pay and discharge all taxes shown to be dugapdble on such returns and all other taxes, assesgs, governmental charges, or levies
payable by any of them, to the extent such taxdsasaeessments have become due and payable ane thefphave become delinquent,
provided that neither the Company nor any Subsidiged pay any such tax or assessment if (i) treuatnapplicability or validity thereof is
contested by the Company or such Subsidiary omelyibasis in good faith and in appropriate prooggs] and the Company or a Subsidiary
has established adequate reserves therefor indarome with GAAP on the books of the Company or shghsidiary or (ii) the nonpayment of
all such taxes and assessments in the aggregatd matureasonably be expected
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to have a materially adverse effect on the busjr@srations, affairs, financial condition, projestor assets of the Company and its
Subsidiaries taken as a whole.

9.5 CORPORATE EXISTENCE, ETC.

Subject to Section 10.2, the Company will at atlés preserve and keep in full force and effeatatporate existence, and the Company will at
all times preserve and keep in full force and afthe corporate existence of each of its Subsielaaind all rights and franchises of the
Company and its Subsidiaries unless, in the goitid jizdgment of the Company, the termination ofailure to preserve and keep in full force
and effect the corporate existence of any Subsidiaany such right or franchise would not, indivadly or in the aggregate, have a materially
adverse effect on the business, operations, affaiencial condition, properties or assets of@mpany and its Subsidiaries taken as a whole.

9.6 SUBSIDIARY GUARANTORS.

(a) The Company will ensure that each Subsidiaay éis of the date of Closing or at any time théeedfas outstanding any Indebtedness u
or any a Guaranty with respect to any IndebtedoEse Company or any of its Subsidiaries outstagdinder, the Credit Facility (or is
otherwise a co-obligor or jointly liable with regpé¢o any such Indebtedness) is or will becomelasBiiary Guarantor.

(b) Upon notice by the Company to each holder bge (which notice shall contain a certificationthe Company as to the matters specified
in clauses (x) and (y) below), a Subsidiary Guamashall cease to be a Subsidiary Guarantor antilsheeleased from its obligations under its
Subsidiary Guarantee if (x) such Subsidiary Guanastall not have outstanding any Indebtednessrundany Guaranty with respect to any
Indebtedness of the Company or any of its Subsédiarutstanding under, the Credit Facility (andlstat otherwise be a co-obligor or jointly
liable with respect to any such other Indebtednasd)(y) both immediately before and after givifiget to such release no Default or Event of
Default shall have occurred and be continuing. $udsidiary again incurs any Indebtedness undeparantees any Indebtedness of the
Company or any of its Subsidiaries outstanding urttie Credit Facility (or otherwise becomes aottigor or jointly liable with respect to ai
such Indebtedness), then the Company will caude Subsidiary to become a Subsidiary Guarantor ée@ance with the provisions of
Subsection

(a) above.

10.NEGATIVE COVENANTS.
The Company covenants that so long as any of thes\aye outstanding:
10.1 TRANSACTIONS WITH AFFILIATES.

The Company will not and will not permit any Sulbiaigl to enter into directly or indirectly any Mai@rtransaction or Material group of relat
transactions (including without limitation the phase, lease, sale or exchange of properties dfiadyor the rendering of any service) with
any Affiliate (other than the Company or anotheb$Sdiary), except pursuant to the reasonable remeénts of the Company's or such
Subsidiary's business and upon fair and
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reasonable terms no less favorable to the Compasyah Subsidiary than would be obtainable in agamaible arm's-length transaction with a
Person not an Affiliate.

10.2 MERGER, CONSOLIDATION, ETC.

The Company shall not consolidate with or mergén\aity other corporation or convey, transfer ordemgstantially all of its assets in a single
transaction or series of transactions to any Peugtess:

(a) the successor formed by such consolidatioh@strvivor of such merger or the Person that aegldy conveyance, transfer or lease
substantially all of the assets of the Companyhasase may be, shall be a solvent corporatioanizgd and existing under the laws of the
United States or any State thereof (including tiriat of Columbia), and, if the Company is notBilcorporation, such corporation shall have
executed and delivered to each holder of any Nitgesssumption of the due and punctual performamckeobservance of each covenant and
condition of this Agreement and the Notes; and

(b) immediately after giving effect to such transat, no Default or Event of Default shall have meed and be continuing (including, without
limitation, any Default or Event of Default of
Section 10.6 or 10.7 as the provisions of suchiaexshall be calculated on a pro forma basis aélseoflate of such transaction).

No such conveyance, transfer or lease of subslgralbof the assets of the Company shall haveetfiect of releasing the Company or ¢
successor corporation that shall theretofore haeerne such in the manner prescribed in this Settio? from its liability under this
Agreement or the Notes.

10.3 DISPOSITION OF ASSETS.

The Company will not and will not permit any Suliaig to, directly or indirectly, make any sale rtséer, lease (as lessor), loan or other
disposition of any property or assets (an "Assé&"$ather than:

(a) Asset Sales in the ordinary course of business;
(b) Asset Sales by a Subsidiary to the Compang ar\Wholly-Owned Subsidiary;

(c) Non-Recourse Asset Sales of accounts receiddlttee Company or any Subsidiary on commerciadgsonable terms for cash or other
highly liquid investments; and

(d) other Asset Sales, provided that
() immediately after giving effect thereto, no Ratft or Event of Default shall have occurred anddatinuing, and
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(i) the aggregate net book value of property @essdisposed of in such proposed Asset Sale hathal Asset Sales not permitted by clause
(), (b) or (c) above during the preceding 36 coanee calendar months does not exceed 30% ofwbeage of Consolidated Total Assets,
calculated using figures as of the last day ofttvedve most recently ended quarterly fiscal perjedsl, provided further, that for purposes of
this clause (i), there shall be excluded fromdhkulation of the aggregate net book value of eriypor assets disposed of during any 36
month period any Asset Sale if and to the extesit &m amount equal to the net proceeds realized sgpch Asset Sale is applied or has been
applied by the Company or such Subsidiary, as &lse may be, (A) within one years time before arafie effective date of such Asset Sale
(but in all events, without duplication), (1) tdmeest in assets used in the business of the Coynpraits Subsidiaries or (2) to purchase the
capital stock of any Person that, as a result df sapital stock purchase, becomes a Subsidigi)owithin 180 days after the effective date
such Asset Sale, to repay long-term Indebtednaskifling any optional prepayment of the Notes pamstio Section 8.2) which is not
subordinated in right of payment to the Notes.

For purposes of this Section 10.3, any stock difilas®liary that is the subject of an Asset Salel fleavalued at the aggregate net book value of
the assets of such Subsidiary multiplied by a foacthe numerator of which is the aggregate nunobshares of stock of such Subsidiary
disposed of in such Asset Sale and the denominétohich is the aggregate number of shares of stdckich Subsidiary outstanding
immediately prior to such Asset Sale.

10.4 LIMITATION ON LIENS.

The Company will not and will not permit any Subarg to create, assume, incur or suffer to exigtlaen upon or with respect to any
property, whether now owned or hereafter acquseduring any Indebtedness or other obligation, ipgeal/that nothing in this covenant shall
prohibit:

(a) Liens in respect of property of the Compangmy Subsidiary existing on the date of this Agreenaad described in Schedule 5.15;
(b) Liens in respect of the acquisition of propesyfollows:

(i) Liens covering property acquired by the Companyny Subsidiary, which Liens are created atithe of such acquisition or within 180
days thereafter, to secure Indebtedness assuniecuored to finance all or any part of the purchpsgee of such property, provided that the
aggregate principal amount of Indebtedness sedwyredl such Liens shall not exceed the cost of qarolperty and any improvements then
being financed,

(i) in the case of any Person that after the déthis Agreement becomes a Subsidiary or is catat@ld with or merged with or into the
Company or any Subsidiary or sells, leases or wiiserdisposes of all or substantially all of itgperty to the Company or such Subsidiary,
Liens existing at the time such
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Person becomes a Subsidiary or is so consolidatettmged or effects such sale, lease or other glispo of property (and not incurred in
anticipation thereof); or

(iii) in the case of any property acquired by thentpany or any Subsidiary after the date of thisekgnent, Liens existing on such property at
the time of acquisition thereof (and not incurrednticipation thereof), whether or not the Inddbtess secured thereby is assumed by the
Company or such Subsidiary;

provided that in any such case no such Lien shé&tingl to or cover any other property of the Companguch Subsidiary, as the case may be;
(c) Liens created by a Subsidiary in favor of th@mpany securing Indebtedness owed by such Subsididne Company;
(d) Liens on property sold or transferred pursdara Sale and Leaseback Transaction permitted (Beletion 10.5;

(e) Liens resulting from any judgment rendered lepart of competent jurisdiction, the appeal of evhihe Company or a Subsidiary is
prosecuting on a timely basis in good faith by appiate proceedings and for which the Company $ulssidiary, as applicable, has establit
adequate reserves on its books in accordance vA&RG

(f) Liens for taxes or other governmental chargelevies not yet due and payable;

(g9) Liens arising by operation of law in the ordinaourse of business of the Company and its Sidy&d, which Liens secure obligations
(other than Indebtedness) not more than 60 dayslogeincluding, without limitation, landlords' tie and statutory liens of carriers,
warehousemen, mechanics, materialmen and vendors;

(h) Liens incurred or deposits made in the ordirayrse of business of the Company and its Sulvgdiél) in connection with workers'
compensation, unemployment insurance and othestypsocial security or (ii) to secure (or obtadttérs of credit that secure) surety and
appeal bonds, the performance of tenders, statotdigations, bids, leases, performance bonds hase contracts and other similar
obligations;

(i) minor encumbrances, covenants, easements envagons for rights-of way, utilities and othemdar purposes, or zoning and other
restrictions as to the use of real properties,am/all of which are necessary for the conduchefdctivities of the Company and its
Subsidiaries or which customarily exist on progsrtdf companies engaged in similar activities amidarly situated and which do not in any
event materially impair the use or diminish theueabf any of such properties as used in the operafi the business of the Company and its
Subsidiaries;
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(j) Liens not otherwise permitted by clauses (adtigh (i) above to secure Indebtedness of the Caynpaany of its Subsidiaries, provided
that, immediately after giving effect thereto, gwen (without duplication) of:

(1) the aggregate amount of Indebtedness of thep@oynand its Subsidiaries secured by Liens purgoahis clause (j), including (without
duplication) all renewals, extensions and replacegmthereof permitted by clause (k) below; and

(2) the aggregate unpaid principal amount of Attréible Debt of the Company and its Subsidiariesteelto all Sale and Leaseback
Transactions entered into after the date of Closirazcordance with the provisions of Section 10.5,

(3) shall not exceed 25% of Permitted Indebtedress;
(k) Liens renewing, extending or replacing any Lpgmmitted under clauses (a) through (j) abovevigea that,
(1) the principal amount of Indebtedness securedriyysuch Lien at the time of such renewal, extener replacement is not increased; and

(2) any such renewed, extended or replaced Lielh @i extend to that property which was the sgbjgf such Lien immediately prior to such
renewal, extension or replacement.

10.5 LIMITATION ON SALE AND LEASEBACK TRANSACTIONS.

The Company will not and will not permit any Subarg to, directly or indirectly, make any sale rns&er, lease, loan or other disposition of
asset on terms whereby the asset owned at theofisweh sale, transfer, lease, loan or other dipods then or thereafter leased by the
Company or any such Subsidiary (as lessee) (a "SANB LEASEBACK TRANSACTION"), unless after givingfect to such Sale and
Leaseback Transaction the sum (without duplicatadn)

(a) the aggregate principal amount of Indebtedonésise Company and its Subsidiaries secured bliafis permitted by Section 10.4(j); plus

(b) the aggregate unpaid principal amount of Atitétle Debt of the Company and its Subsidiariested|to all Sale and Leaseback
Transactions entered into after the date of Closiragcordance with the provisions of this
Section 10.5,

shall not exceed 25% of Permitted Indebtedness.
10.6 TOTAL INDEBTEDNESS TO EBITDA RATIO.
The Total Indebtedness to EBITDA Ratio shall nateed 4.0 to 1.0 as measured at the end of anydpefrifour consecutive fiscal quarters.
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10.7 INTEREST COVERAGE RATIO.

The Interest Coverage Ratio shall not be less 3h@o 1.0 as measured at the end of any perifouofconsecutive fiscal quarters.
11.EVENTS OF DEFAULT.

An "EVENT OF DEFAULT" shall exist if any of the flawing conditions or events shall occur and be ioing:

(a) the Company defaults in the payment of anygipad or MakeWhole Amount, if any, on any Note when the sameohezs due and payat
whether at maturity or at a date fixed for prepagtree by declaration or otherwise; or

(b) the Company defaults in the payment of anyré@steon any Note for more than five Business Ddigs ¢he same becomes due and payable;
or

(c) the Company defaults in the performance ofasnigliance with any term contained in (1) Sectior?1dY (2) Sections 10.1 or 10.3 through
10.7, inclusive, and such default under this satusd

(2) is not remedied within 10 days after the eadie(i) a Responsible Officer obtaining actual wedge of such default and (ii) the Company
receiving written notice of such default from argider of a Note (any such written notice to be tffesd as a "notice of default" and to refer
specifically to this paragraph (c) of Section 1dr);

(d) the Company defaults in the performance ofaongliance with any term contained herein (othenttiese referred to in paragraphs (a), (b)
and (c) of this Section 11) and such default israptedied within 30 days after the earlier of (Responsible Officer obtaining actual
knowledge of such default and (ii) the Company is¢og written notice of such default from any haldd a Note (any such written notice to
identified as a "notice of default” and to refeesifically to this paragraph (d) of Section 11); or

(e) any representation or warranty made in wribggor on behalf of the Company or any Subsidiara@utor or by any officer of the
Company or any Subsidiary Guarantor in this Agregnoe in any Subsidiary Guarantee or in any writimgiished in connection with the
transactions contemplated hereby proves to have fla¢se or incorrect in any material respect ondate as of which made; or

(f (i) the Company or any Significant Subsidiasyin default (as principal or as guarantor or othgety) in the payment of any principal of or
premium or make-whole amount or interest on angliteldness that is outstanding in an aggregateipairemount of at least $25,000,000
beyond any period of grace provided with respeeteto, or (ii) the Company or any Significant Sdisiy is in default in the performance o
compliance with any term of any evidence of anyelitddness in an aggregate outstanding principaliantd at least $25,000,000 or of any
mortgage, indenture or other agreement relatingetheor any other condition exists, and as a camsece of such default or condition such
Indebtedness has become, or has been
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declared due and payable before its stated maturipefore its regularly scheduled dates of paypmamt

(9) the Company or any Significant Subsidiary gipenerally not paying, or admits in writing itslfrility to pay, its debts as they become due,
(ii) files, or consents by answer or otherwisehte filing against it of, a petition for relief cearganization or arrangement or any other petition
in bankruptcy, for liquidation or to take advantageny bankruptcy, insolvency, reorganization, atorium or other similar law of any
jurisdiction, (iii) makes an assignment for the &##nof its creditors, (iv) consents to the appoient of a custodian, receiver, trustee or o
officer with similar powers with respect to it oittvrespect to any substantial part of its propgftyis adjudicated as insolvent or to be
liquidated, or (vi) takes corporate action for thepose of any of the foregoing; or

(h) a court or governmental authority of compejarisdiction enters an order appointing, withoubsent by the Company or any of its
Significant Subsidiaries, a custodian, receivaistee or other officer with similar powers withpest to it or with respect to any substantial
of its property, or constituting an order for réle approving a petition for relief or reorganizet or any other petition in bankruptcy or for
liquidation or to take advantage of any bankruptcinsolvency law of any jurisdiction, or orderitite dissolution, windingip or liquidation o
the Company or any of its Significant Subsidiar@sany such petition shall be filed against thenpany or any of its Significant Subsidiaries
and such petition shall not be dismissed withird&gs; or

() a final judgment or judgments for the paymehitrmney aggregating in excess of $10,000,000 ardered against one or more of the
Company and its Significant Subsidiaries and wiiiclyments are not, within 60 days after entry thEreonded, discharged or stayed pending
appeal, or are not discharged within 60 days #fieexpiration of such stay; or

(j) if (i) any Plan shall fail to satisfy the minimm funding standards of ERISA or the Code for alay year or part thereof or a waiver of such
standards or extension of any amortization pesagbught or granted under section 412 of the Q@dle, notice of intent to terminate any Plan
shall have been or is reasonably expected to ée fith the PBGC or the PBGC shall have institygemteedings under ERISA section 404
terminate or appoint a trustee to administer amay BF the PBGC shall have notified the CompanyngrEBRISA Affiliate that a Plan may
become a subject of any such proceedings, (iijptigregate "amount of unfunded benefit liabilitiésithin the meaning of section 4001 (a)(
of ERISA) under all Plans, determined in accordanitk Title IV of ERISA, shall exceed $25,000,0@1¥) the Company or any ERISA
Affiliate shall have incurred or is reasonably estgel to incur any liability pursuant to Title | Bf of ERISA or the penalty or excise tax
provisions of the Code relating to employee bergéihs, (v) the Company or any ERISA Affiliate wdtlaws from any Multiemployer Plan, or
(vi) the Company or any Subsidiary establishesnoerads any employee welfare benefit plan that pes/pbst-employment welfare benefits in
a manner that would increase the liability of then@any or any Subsidiary thereunder, and any sueht®r events described in clauses (i)
through (vi) above, either
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individually or together with any other such evenevents, would reasonably be expected to havateril Adverse Effect; or

(k) any Subsidiary Guarantee shall cease to bellificice and effect (other than as contemplate&égtion 9.6(b)) or any Subsidiary Guara
or any Person acting on behalf of any Subsidiargr&ator shall contest in any manner the validitgdimg nature or enforceability of any
Subsidiary Guarantee.

As used in Section 11(j), the terms "employee hiepkfn" and "employee welfare benefit plan” stielive the respective meanings assigned to
such terms in Section 3 of ERISA.

12.REMEDIES ON DEFAULT, ETC.
12.1 ACCELERATION.

(a) If an Event of Default with respect to the Canyp described in paragraph (g) or (h) of Sectioifather than an Event of Default described
in clause (i) of paragraph (g) or described in séa(vi) of paragraph (g) by virtue of the fact teath clause encompasses clause (i) of
paragraph (g)) has occurred, all the Notes thestanding shall automatically become immediately alug payable.

(b) If any other Event of Default has occurred &ndontinuing, the Required Holders may at any tahtheir option, by notice or notices to the
Company, declare all the Notes then outstandirgetonmediately due and payable.

(c) If any Event of Default described in paragréahor (b) of
Section 11 has occurred and is continuing, anyeradd holders of Notes at the time outstandingcaéfe: by such Event of Default may at any
time, at its or their option, by notice or notiteshe Company, declare all the Notes held by them to be immediately due and payable.

Upon any Notes becoming due and payable undeB#tdson 12.1, whether automatically or by declargtsuch Notes will forthwith mature
and the entire unpaid principal amount of such Blgtéus (x) all accrued and unpaid interest theagah(y) the Make-Whole Amount
determined in respect of such principal amountheofull extent permitted by applicable law), stalibe immediately due and payable, in each
and every case without presentment, demand, pratégtther notice, all of which are hereby waivétie Company acknowledges, and the
parties hereto agree, that each holder of a NateHearight to maintain its investment in the Ndteg from repayment by the Compaexcep

as herein specifically provided for) and that thevision for payment of a Make-Whole Amount by thempany in the event that the Notes are
prepaid or are accelerated as a result of an Ebfdbéfault, is intended to provide compensationther deprivation of such right under such
circumstances.

12.2 OTHER REMEDIES.

If any Default or Event of Default has occurred &dontinuing, and irrespective of whether anydddtave become or have been declared
immediately due and payable under Section 12.1hohder of any Note at the time outstanding mayceeal to protect and enforce the rights of
such holder by an action at law, suit in equitytirer appropriate proceeding,

25



whether for the specific performance of any agredgroentained herein or in any Note, or for an icfizn against a violation of any of the
terms hereof or thereof, or in aid of the exercisany power granted hereby or thereby or by lawtherwise.

12.3 RESCISSION.

At any time after any Notes have been declaredatidepayable pursuant to clause (b) or (c) of Sedtihl, the Required Holders, by written
notice to the Company, may rescind and annul anly declaration and its consequences if

(a) the Company has paid all overdue interest erNtbites, all principal of and Make-Whole Amountaify, on any Notes that are due and
payable and are unpaid other than by reason ofdedharation, and all interest on such overduecjpal and MakéA/hole Amount, if any, an
(to the extent permitted by applicable law) anyrdue interest in respect of the Notes, at the OeRate, (b) all Events of Default and
Defaults, other than non-payment of amounts the¢ lieecome due solely by reason of such declaraimre been cured or have been waived
pursuant to Section 17, and (c) no judgment orekebas been entered for the payment of any moon&gursuant hereto or to the Notes. No
rescission and annulment under this Section 12I3wtend to or affect any subsequent Event of Diefar Default or impair any right
consequent thereon.

12.4 NO WAIVERS OR ELECTION OF REMEDIES, EXPENSHES,C.

No course of dealing and no delay on the part gftaosider of any Note in exercising any right, poweremedy shall operate as a wai
thereof or otherwise prejudice such holder's rightsvers or remedies. No right, power or remedyfewed by this Agreement or by any Note
upon any holder thereof or by any Subsidiary Guaeshall be exclusive of any other right, poweremnedy referred to herein or therein or
now or hereafter available at law, in equity, atste or otherwise. Without limiting the obligatoaf the Company under

Section 15, the Company will pay to the holderadte Note on demand such further amount as shallffieient to cover all costs and
expenses of such holder incurred in any enforceimeosllection under this Section 12, includingthwiut limitation, reasonable attorneys' f¢
expenses and disbursements.

13.REGISTRATION; EXCHANGE; SUBSTITUTION OF NOTES.
13.1 REGISTRATION OF NOTES.

The Company shall keep at its principal executiffie® a register for the registration and registnatof transfers of Notes. The name and
address of each holder of one or more Notes, eaokfer thereof and the name and address of emtsféree of one or more Notes shall be
registered in such register. Prior to due presentrioe registration of transfer, the Person in wdhaame any Note shall be registered shall be
deemed and treated as the owner and holder thieresif purposes hereof, and the Company shalbeaffected by any notice or knowledge
to the contrary. The Company shall give to any éolaf a Note that is an Institutional Investor ppity upon request therefor, a complete and
correct copy of the names and addresses of alitexgd holders of Notes.
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13.2 TRANSFER AND EXCHANGE OF NOTES.

Upon surrender of any Note at the principal exeeutiffice of the Company for registration of tragrsér exchange (and in the case of a
surrender for registration of transfer, duly enédrer accompanied by a written instrument of trandtily executed by the registered holder of
such Note or his attorney duly authorized in wgtand accompanied by the address for notices ¢f teansferee of such Note or part thereof),
the Company shall execute and deliver, at the Cagip@xpense (except as provided below), one oemew Notes (as requested by the
holder thereof) in exchange therefor, in an aggeegencipal amount equal to the unpaid principabant of the surrendered Note. Each such
new Note shall be payable to such Person as sudbrhoay request and shall be substantially irfehe of Exhibit 1. Each such new Note
shall be dated and bear interest from the datehiohninterest shall have been paid on the surrexndiote or dated the date of the surrendered
Note if no interest shall have been paid theretn@ Company may require payment of a sum suffidizebver any stamp tax or governmetr
charge imposed in respect of any such transferosé$ Notes shall not be transferred in denominataf less than $100,000, provided that if
necessary to enable the registration of transfex bglder of its entire holding of Notes, one Nwtay be in a denomination of less than
$100,000. Any transferee, by its acceptance ofte kegistered in its name (or the name of its neelinshall be deemed to have made the
representation set forth in Section 6.2.

13.3 REPLACEMENT OF NOTES.

Upon receipt by the Company of evidence reasorsdtigfactory to it of the ownership of and the Jdkeft, destruction or mutilation of any
Note (which evidence shall be, in the case of atitlitional Investor, notice from such Institutibm@vestor of such ownership and such Ic
theft, destruction or mutilation), and

(a) in the case of loss, theft or destruction hoieimnity reasonably satisfactory to it (providedt tifithe holder of such Note is, or is a nominee
for, an original Purchaser or another holder ofcaeNvith a minimum net worth of at least $10,000,00excess of the outstanding principal
amount of such Note, such Person's own unsecuredragnt of indemnity shall be deemed to be satisfigg or

(b) in the case of mutilation, upon surrender aarucellation thereof,

the Company at its own expense shall execute aiedén lieu thereof, a new Note, dated and baainterest from the date to which interest
shall have been paid on such lost, stolen, desdroyenutilated Note or dated the date of such kisten, destroyed or mutilated Note if no
interest shall have been paid thereon.

14.PAYMENTS ON NOTES.
14.1 PLACE OF PAYMENT.

Subject to Section 14.2, payments of principal, Bt&¥hole Amount, if any, and interest becoming due payable on the Notes shall be made
in New York, New York at the principal office of €t Chase Manhattan Bank in such jurisdiction. Then@any may at any
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time, by notice to each holder of a Note, changepllace of payment of the Notes so long as sudepmfpayment shall be either the principal
office of the Company in such jurisdiction or thingipal office of a bank or trust company in syghisdiction.

14.2 HOME OFFICE PAYMENT.

So long as any Purchaser or any nominee of suadhBser shall be the holder of any Note, and nostatiding anything contained in Section
14.1 or in such Note to the contrary, the Compaitlypay all sums becoming due on such Note for gigal, Make-Whole Amount, if any, and
interest by the method and at the address spedédieslich purpose below such Purchaser's namehiadsite A, or by such other method or at
such other address as such Purchaser shall hameifne to time specified to the Company in writfiog such purpose, without the presenta
or surrender of such Note or the making of any tiartghereon, except that upon written requeshef@ompany made concurrently with or
reasonably promptly after payment or prepaymefulirof any Note, such Purchaser shall surrendeh uote for cancellation, reasonably
promptly after any such request, to the Comparitg girincipal executive office or at the place afyment most recently designated by the
Company pursuant to Section

14.1 Prior to any sale or other disposition of &lote held by any Purchaser or any nominee of sucbh@ser, such Purchaser will, at its
election, either endorse thereon the amount ot paid thereon and the last date to which @gtiehas been paid thereon or surrender such
Note to the Company in exchange for a new Noteateslpursuant to Section 13.2. The Company widirdfthe benefits of this Section 14..
any Institutional Investor that is the direct odiirect transferee of any Note purchased by anyHaser under this Agreement and that has 1
the same agreement relating to such Note as tleh&ers have made in this Section 14.2.

15.EXPENSES, ETC.
15.1 TRANSACTION EXPENSES.

Whether or not the transactions contemplated hesedgonsummated, the Company will pay all costseapenses (including reasonable
attorneys' fees of a special counsel and, if resslgrrequired, local or other counsel) incurredtoy Purchasers and each other holder of a
in connection with such transactions and in coriaeavith any amendments, waivers or consents uodar respect of this Agreement, the
Notes or any Subsidiary Guarantee (whether orudt amendment, waiver or consent becomes effectiveuding, without limitation: (a) th
costs and expenses incurred in enforcing or defign@ir determining whether or how to enforce oredel) any rights under this Agreement,
Notes or any Subsidiary Guarantee or in respontdiragny subpoena or other legal process or infomvastigative demand issued
connection with this Agreement, the Notes or anlgsgliary Guarantee, or by reason of being a haflany Note, and (b) the costs and
expenses, including financial advisors' fees, irediin connection with the insolvency or bankruppéyhe Company or any Subsidiary or in
connection with any work-out or restructuring of tinansactions contemplated hereby and by the NokesCompany will pay, and will save
each Purchaser and each other holder of a Notddssrinom, all claims in respect of any fees, costsxpenses if any, of brokers and finders
(other than those retained by such Purchaser er atiider).
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15.2 SURVIVAL.

The obligations of the Company under this Sectisnvill survive the payment or transfer of any Ndtes enforcement, amendment or waiver
of any provision of this Agreement or the Noteg] #re termination of this Agreement.

16. SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENRE AGREEMENT.

All representations and warranties contained heseall survive the execution and delivery of thir@dement and the Notes, the purchase or
transfer by each Purchaser of any Note or portiengof or interest therein and the payment of aoeNand may be relied upon by any
subsequent holder of a Note, regardless of anystigation made at any time by or on behalf of angcRaser or any other holder of a Note.
statements contained in any certificate or othstriment delivered by or on behalf of the Compamgpant to this Agreement shall be dee
representations and warranties of the Company uhdeAgreement. Subject to the preceding senteahiAgreement and the Notes embody
the entire agreement and understanding betwednutahasers and the Company and supersede albgreements and understandings rel:
to the subject matter hereof.

17.AMENDMENT AND WAIVER.
17.1 REQUIREMENTS.

This Agreement and the Notes may be amended, anobdervance of any term hereof or of the Notes Ineayaived (either retroactively or
prospectively), with (and only with) the writtenngent of the Company and the Required Holders pdthat (a) no amendment or waiver of
any of the provisions of Section 1, 2, 3, 4, 5r @b hereof, or any defined term (as it is usedeting, will be effective as to any Purchaser
unless consented to by such Purchaser in writingy () no such amendment or waiver may, withoutthen consent of the holder of each
Note at the time outstanding affected therebysuBject to the provisions of Section 12 relatingtoeleration or rescission, change the am
or time of any prepayment or payment of princigdaloo reduce the rate or change the time of payraentethod of computation of interest or
of the Make-Whole Amount on, the Notes, (ii) chatige percentage of the principal amount of the Blthe holders of which are required to
consent to any such amendment or waiver, or (ii¢ad any of Sections 8,11(a),11(b),12,17 or 20.

17.2 SOLICITATION OF HOLDERS OF NOTES.

() Solicitation. The Company will provide eachde of the Notes (irrespective of the amount ofdddhen owned by it) with sufficient
information, sufficiently far in advance of the dat decision is required, to enable such holderake an informed and considered decision
with respect to any proposed amendment, waiveonsent in respect of any of the provisions hereaffathe Notes. The Company will deliver
executed or true and correct copies of each amemiginvaiver or consent effected pursuant to the igions of this Section 17 to each holde
outstanding Notes promptly following the date oriahtit is executed and delivered by, or receivesabnsent or approval of, the requisite
holders of Notes.
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(b) Payment. The Company will not directly or iretitly pay or cause to be paid any remunerationtlvendy way of supplemental or
additional interest, fee or otherwise, or grant aegurity, to any holder of Notes as considerafiwror as an inducement to the entering into by
any holder of Notes or any waiver or amendmenngfaf the terms and provisions hereof unless santuneration is concurrently paid, or
security is concurrently granted, on the same teratably to each holder of Notes then outstandiven if such holder did not consent to such
waiver or amendment.

17.3 BINDING EFFECT, ETC.

Any amendment or waiver consented to as providedignSection 17 applies equally to all holder&Notes and is binding upon them and upon
each future holder of any Note and upon the Compathout regard to whether such Note has been ndakéndicate such amendment or
waiver. No such amendment or waiver will extenotaffect any obligation, covenant, agreement, Diefar Event of Default not expressly
amended or waived or impair any right consequegrettn. No course of dealing between the Companytentolder of any Note nor any
delay in exercising any rights hereunder or undgridote shall operate as a waiver of any rightaryf holder of such Note. As used herein,
term "this Agreement” and references thereto shalin this Agreement as it may from time to timemended or supplemented.

17.4 NOTES HELD BY COMPANY, ETC.

Solely for the purpose of determining whether tbiglérs of the requisite percentage of the aggregé@teipal amount of Notes then
outstanding approved or consented to any amendmvaivter or consent to be given under this Agreemettihe Notes, or have directed the
taking of any action provided herein or in the Nate be taken upon the direction of the holders sfpecified percentage of the aggregate
principal amount of Notes then outstanding, Noiesctly or indirectly owned by the Company or arfyite Affiliates shall be deemed not to
outstanding.

18.NOTICES.

All notices and communications provided for hereaemshall be in writing and sent (a) by telecopthé sender on the same day sends a
confirming copy of such notice by a recognized oigint delivery service (charges prepaid), or (bydgistered or certified mail with return
receipt requested (postage prepaid), or (c) bgagrized overnight delivery service (with chargespaid). Any such notice must be sent:

(i) if to any Purchaser or its nominee, to suchcRaser or nominee at the address specified for stimunications in Schedule A, or at such
other address as such Purchaser or nominee shialspacified to the Company in writing,

(ii) if to any other holder of any Note, to sucHdwer at such address as such other holder shadl $ecified to the Company in writing, or
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(iii) if to the Company, to the Company at its aekl set forth at the beginning hereof to the atterf Jeanne Dering, with a copy to Felix
Sotomayor, or at such other address as the Congtaatlyhave specified to the holder of each Noteriting.

Notices under this Section 18 will be deemed gioely when actually receive:
19.REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating therietdyuding, without limitation, (a) consents, waigsexnd modifications that may hereafter be
executed, (b) documents received by any Purchaslee &£losing (except the Notes themselves), anfin@ncial statements, certificates and
other information previously or hereafter furnishediny Purchaser, may be reproduced by such Recbg any photographic, photostatic,
microfilm, microcard, miniature photographic or etfsimilar process and such Purchaser may destyogréginal document so reproduced.
The Company agrees and stipulates that, to thetepésmitted by applicable law, any such reproducthall be admissible in evidence as the
original itself in any judicial or administrativeqreeding (whether or not the original is in exist and whether or not such reproduction was
made by such Purchaser in the regular course @rfidss) and any enlargement, facsimile or furthpraguction of such reproduction shall
likewise be admissible in evidence. This

Section 19 shall not prohibit the Company or arheoholder of Notes from contesting any such repetidn to the same extent that it could
contest the original, or from introducing evidetc@lemonstrate the inaccuracy of any such reprazuct

20.CONFIDENTIAL INFORMATION.

For the purposes of this Section 20, "Confidentifdrmation" means information delivered to any ¢éhaser by or on behalf of the Compan'
any Subsidiary in connection with the transactiomstemplated by or otherwise pursuant to this Agwexd that is proprietary in nature and t
was clearly marked or labeled or otherwise adeduatentified when received by such Purchaser asgbeonfidential information of the
Company or such Subsidiary, provided that such tes not include information that (a) was publiaipwn or otherwise known to such
Purchaser prior to the time of such disclosures(iysequently becomes publicly known through n@aomission by such Purchaser or any
person acting on such Purchaser's behalf, (c)wibebecomes known to such Purchaser other thanghrdisclosure by the Company or any
Subsidiary or

(d) constitutes financial statements delivereduthsPurchaser under Section 7.1 that are othepubkcly available. Each Purchaser will
maintain the confidentiality of such Confidentiafdrmation in accordance with procedures adoptesigjn Purchaser in good faith to protect
confidential information of third parties deliveramisuch Purchaser, provided that such Purchasgdeiaer or disclose Confidential
Information to (i) such Purchaser's directors,aaffs, employees, agents, attorneys and affiliabethé extent such disclosure reasonably relate:
to the administration of the investment represebteduch Purchaser's Notes), (ii) such Purchafseaiscial advisors and other professional
advisors who agree to hold confidential the Conftag Information substantially in accordance witle terms of this Section 20, (iii) any other
holder of any Note, (iv) any Institutional Investorwhich such Purchaser sells or offers to selhauote or any part thereof or any participa
therein (if such Person has agreed in writing pidaits receipt of such
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Confidential Information to be bound by the prowiss of this Section 20), (v) any Person from wigabh Purchaser offers to purchase any
security of the Company (if such Person has agrewditing prior to its receipt of such Confidenrtiaformation to be bound by the provisions
of this Section 20), (vi) any federal or state datpry authority having jurisdiction over such Puaser, (vii) the National Association of
Insurance Commissioners or any similar organizatorany nationally recognized rating agency tleguires access to information about such
Purchaser's investment portfolio or (viii) any atRerson to which such delivery or disclosure maybcessary or appropriate (w) to effect
compliance with any law, rule, regulation or ordeplicable to such Purchaser, (x) in responseysahpoena or other legal process, (y) in
connection with any litigation to which such Purséais a party or (z) if an Event of Default hasweed and is continuing, to the extent such
Purchaser may reasonably determine such delivetylaelosure to be necessary or appropriate ietii@cement or for the protection of the
rights and remedies under such Purchaser's Notagssokgreement. Each holder of a Note, by its ptanece of a Note, will be deemed to have
agreed to be bound by and to be entitled to thefiisrof this Section 20 as though it were a p#otihis Agreement. On reasonable request by
the Company in connection with the delivery to &oyder of a Note of information required to be deted to such holder under this
Agreement or requested by such holder (other tHamider that is a party to this Agreement or itsireee), such holder will enter into an
agreement with the Company embodying the provisidrikis

Section 20.

21.SUBSTITUTION OF PURCHASER.

Each Purchaser shall have the right to substituyeoae of such Purchaser's Affiliates as the pusehaf the Notes that such Purchaser has
agreed to purchase hereunder, by written notiteg@Company, which notice shall be signed by batthdPurchaser and such Affiliate, shall
contain such Affiliate's agreement to be boundhiy Agreement and shall contain a confirmation lghsAffiliate of the accuracy with respect
to it of the representations set forth in Sectiobpon receipt of such notice, any reference tt $uerchaser in this Agreement (other than in
this Section 21) shall be deemed to refer to suititiake in lieu of such original Purchaser. In teeent that such Affiliate is so substituted as a
purchaser hereunder and such Affiliate thereaftarsfers to such original Purchaser all of the Bditen held by such Affiliate, upon receipt
the Company of notice of such transfer, any refegdn such Affiliate as a "Purchaser" in this Agneat (other than in this Section 21) shal
longer be deemed to refer to such Affiliate, budlstefer to such original Purchaser, and suchimaigPurchaser shall again have all the rights
of an original holder of the Notes under this Agneat.

22.MISCELLANEOUS.
22.1 SUCCESSORS AND ASSIGNS.

All covenants and other agreements contained :AQreement by or on behalf of any of the partie®to bind and inure to the benefit of their
respective successors and assigns (including, utitimitation, any subsequent holder of a Note) thike so expressed or not.
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22.2 PAYMENTS DUE ON NON-BUSINESS DAYS.

Anything in this Agreement or the Notes to the cant notwithstanding, any payment of principal ofake-whole Amount or interest on any
Note that is due on a date other than a Businegsbell be made on the next succeeding BusinessmMdhgut including the additional da:
elapsed in the computation of the interest payableuch next succeeding Business Day.

22.3 SEVERABILITY.

Any provision of this Agreement that is prohibitedunenforceable in any jurisdiction shall, asuotsjurisdiction, be ineffective to the extent
of such prohibition or unenforceability without edidating the remaining provisions hereof, and smgh prohibition or unenforceability in any
jurisdiction shall (to the full extent permitted taw) not invalidate or render unenforceable suavigion in any other jurisdictior

22.4 CONSTRUCTION.

Each covenant contained herein shall be constalesk(t express provision to the contrary) as biehgpendent of each other covenant
contained herein, so that compliance with any aveant shall not (absent such an express corgraxysion) be deemed to excuse
compliance with any other covenant. Where any gioni herein refers to action to be taken by angdteror which such Person is prohibited
from taking, such provision shall be applicable thiee such action is taken directly or indirectlysich Person.

22.5 COUNTERPARTS.

This Agreement may be executed in any number ofitesparts, each of which shall be an original Bubfavhich together shall constitute one
instrument. Each counterpart may consist of a nurabeopies hereof, each signed by less than afl{dgether signed by all, of the parties
hereto.

22.6 GOVERNING LAW.
This Agreement shall be governed by, and constameldnterpreted in accordance with, the law ofSkegte of New York.

* k k %k %
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If you are in agreement with the foregoing, plesiga the form of agreement on the accompanying teopart of this Agreement and return it
to the Company, whereupon the foregoing shall becarbinding agreement between you and the Company.

Very truly yours,
MOODY'S CORPORATION

By: /sl John J. Goggins
Title: Seni or Vice President
and Ceneral Counsel

The foregoing is hereby
agreed to as of the
date thereof.

AUTO CLUB INSURANCE ASSOCIATION

By: /s/ David L. More, Jr.
Title: Director, Investnment Managenent

ALLSTATE LI FE | NSURANCE COMPANY

By: /'s/ Robert B. Bodett
Title: Aut hori zed Signatory

By: /sl Patricia W W] son
Title: Aut hori zed Signatory

AMERI TAS LI FE | NSURANCE CORP.

By: Ameritas Investment Advisors, Inc., as Agent

By: Patrick J. Henry
Title: Vice President - Fixed Income Securities

The foregoing is hereby
agreed to as of the
date thereof.

FIRST AMERITAS LIFE INSURANCE CORP. OF NEW YORK
By: Ameritas Investment Advisors, Inc., as Agent

By: /sl Patrick J. Henry
Title: Vice President - Fixed Inconme Securities
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AMERICAN INVESTORS LIFE INSURANCE COMPANY
By: /sl Roger D. Fors
Title: V. P. Investnent Managenment & Research
AMERUS LI FE | NSURANCE COMPANY

By: /sl Roger D. Fors
Title: V. P. Investnent Managenment & Research

THE CANADA LI FE ASSURANCE COMPANY

By: /sl C. Paul English
Title: Associ ate Treasurer.

LUTHERAN BROTHERHOCD

By: /sl Mark O. Swenson
Title: Vi ce President

MASSACHUSETTS MUTUAL LI FE | NSURANCE COVPANY

By: David L. Babson & Company, Inc. its Investméwulvisor

By: /sl Richard E. Spencer, |1
Title: Managi ng Director

The foregoing is hereby
agreed to as of the date thereof.

C.M. LIFE INSURANCE COMPANY
By: David L. Babson & Company, Inc. its investmeéwlvisor

By: /sl Richard E. Spencer, |1
Title: Managi ng Director
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MONY LIFE INSURANCE COMPANY OF AMERICA

By: /sl Wlliam D. Goodw n
Title: Seni or Managi ng Director

MONY LI FE | NSURANCE COMPANY

By: /sl Wlliam D. Goodw n
Title: Seni or Managi ng Director

FI DELI TY & GUARANTY LI FE | NSURANCE CO.

By: /sl Mchael J. Stafford, Jr.
Title: o MNG

NATI ONW DE LI FE | NSURANCE COVPANY

By: /sl Mark W Poeppel man
Title: Associ ate Vice President

NATI ONW DE LI FE AND ANNUI TY | NSURANCE COVPANY

By: /sl Mark W Poeppel man
Title: Associ ate Vice President

The foregoing is hereby agreed to as of the date thereof.

NEW YORK LIFE INSURANCE AND ANNUITY
CORPORATION

By its Investment Manager, NEW YORK LIFE
INVESTMENT MANAGEMENT LLC

By: /sl David L Bangs
Title: Managi ng Director
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NEW YORK LIFE INSURANCE AND ANNUITY
CORPORATION INSTITUTIONALLY

OWNED LIFE INSURANCE SEPARATE
ACCOUNT

By its Investment Manager, NEW YORK LIFE INVESTMENT MANAGEMENT LLC

By: /sl David L. Bangs
Title: Managi ng Director

THE NORTHWESTERM MUTUAL LI FE | NSURANCE COVPANY

By: /sl A. Kipp Koester
Title: Its Authorized Representative

THE NORTHWESTERM MUTUAL LI FE | NSURANCE COVPANY

FOR ITS GROUP ANNUITY SEPARATE ACCOUNT

By: I'sl A. Kipp Koester
Title: Its Authorized Representative

TEACHERS | NSURANCE AND ANNUI TY ASSCCI ATI ON OF AMERI CA

By: /sl John C. Litchfield, Jr.
Title: Managi ng Director

The foregoing is hereby agreed to as of the date thereof.

TIAA-CREF LIFE INSURANCE COMPANY

By: Teachers Insurance and Annuity
Association of America, as Investment Advisor

By: /sl John C. Litchfield, Jr.
Title: Managi ng Director
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UNITED LIFE INSURANCE COMPANY

The foregoing is hereby
agreed to as of the date thereof.

By: /sl Samuel E. Hague
Title: Executive Vice President and Treasurer

Al D ASSQCI ATI ON FOR LUTHERANS

By: /sl Reginald L. Pfeifer

Title: Vi ce President

By: /sl R Jerry Scheel

Title: Second Vice President - Securities

GREAT- VEEST LI FE & ANNUI TY | NSURANCE COVPANY

By: /sl Wayne T. Hoffmann

Title: Vice President - Investnents

By: /sl James C. Lowery

Title: Assi stant Vice President - |Investnents

LONDON LI FE | NSURANCE COVPANY

By: /sl B.R Allison

Title: Aut hori zed Signatory

By: /sl P.G Minro

Title: Executive Vice President

Chief Investnment O ficer

METROPOLITAN LIFE INSURANCE COMPANY

By: /sl Jacqueline D. Jenkins
Title: Managi ng Director
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GE LIFE AND ANNUITY ASSURANCE COMPANY

By: /'sl Morian C. Mooers
Title: Investment OFficer

PHYSI CI ANS MUTUAL | NSURANCE COVPANY

By: /sl Kathy Lange
Title: Aut hori zed Signatory

ERC - AAM PRI VATES ONLY

By: /sl Kathy Lange
Title: Aut hori zed Signatory

GE REI NSURANCE AAM - PRI VATES ONLY

By: /sl Kathy Lange
Title: Aut hori zed Signatory

MEDI CAL PROTECTI VE AAM

By: /sl Kathy Lange
Title: Aut hori zed Signatory

KANAWHA | NSURANCE COMPANY

By: /sl Kathy Lange
Title: Aut hori zed Signatory

The foregoing is hereby agreed to as of the date=ti.
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CENTRAL RE CORP. PHOENIX

By: /sl Kathy Lange
Title: Aut hori zed Signatory

M CHI GAN MUTUAL

By: /sl R C. Saranen
Title: V.P. - Investnents

THE TRAVELERS | NSURANCE COMPANY

By: /sl Jordan M Stitzer
Title: Vi ce President
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SCHEDULE B
DEFINED TERMS
As used herein, the following terms have the retbpemeanings set forth below or set forth in tleet®n hereof following such term:

"AFFILIATE" means, at any time, and with respecatty Person, any other Person that at such tireettliror indirectly through one or more
intermediaries Controls, or is Controlled by, ourgler common Control with, such first Person. 8sdiin this definition, "Control" means the
possession, directly or indirectly, of the powedi@ct or cause the direction of the managemeditpaticies of a Person, whether through the
ownership of voting securities, by contract or otfiee. Unless the context otherwise clearly reqieay reference to an "Affiliate" is a
reference to an Affiliate of the Company.

"ASSET SALE" is defined in Section 10.3.

"ATTRIBUTABLE DEBT" means, as to any particular gzarelating to a Sale and Leaseback Transactieriptal amount of rent (discounted
semiannually from the respective due dates thexetife interest rate implicit in such lease) reggiito be paid by the lessee under such lease
during the remaining term thereof. The amount of required to be paid under any such lease forsanfp period shall be (a) the total amount
of rent payable by the lessee with respect to peciod after excluding amounts required to be paidccount of maintenance and repairs,
insurance, taxes, assessments, utilities, operatiddabor costs and similar charges plus (b) witlioiplication, any guaranteed residual value
in respect of such lease to the extent such guavemtld be included in Indebtedness in accordaritie GAAP.

"BUSINESS DAY" means any day other than a Saturdeunday or a day on which commercial banks in Nevk City are required or
authorized to be closed.

"CAPITAL LEASE" means, at any time, a lease withgect to which the lessee is required concurréathgcognize the acquisition of an asset
and the incurrence of a liability in accordancenwgAAP.

"CLOSING" is defined in Section 3.

"CODE" means the Internal Revenue Code of 198&nanded from time to time, and the rules and ré¢ignis. promulgated thereunder from
time to time.

"COMPANY" means Moody's Corporation, a Delawarepooation, or any successor thereto that shall bageme such in the manner
prescribed in
Section 10.2.

"CONFIDENTIAL INFORMATION" is defined in Section 20

"CONSOLIDATED NET INCOME" means, for any periodgethet income (or loss) of the Company and its Slidnsés for such period, as
determined on a consolidated basis in accordantteGAAP, but excluding:
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(a) any net income of any Person if such Persooti® Subsidiary, except that equity in the nebime of any such Person for such period shall
be included in Consolidated Net Income up to thgregate amount of cash actually distributed by $etson as a dividend or other
distribution (subject, in the case of a dividenatrer distribution to a Subsidiary, to the limibgt contained in clause (c) below);

(b) any net income of any Person acquired in aipgalf interests transaction for any period priothe date of such acquisition;

(c) any net income of any Subsidiary if such Sulbsydis subject to restrictions, directly or inditly, on the payment of dividends or the
making of distributions by such Subsidiary, dirgait indirectly, to the Company, except that eqirityhe net income of any such Subsidiary
for such period shall be included in Consolidated Mcome up to the aggregate amount of cash &ctliatributed by such Subsidiary during
such period as a dividend or other distributiorbjsct, in the case of a dividend or other distiifiuto another Subsidiary, to the limitation
contained in this clause (c));

(d) any gain or loss realized upon the sale orradisposition of any property, plant or equipmentiuding pursuant to any sale-leaseback
arrangement) which is not sold or otherwise disgaxfén the ordinary course of business and ang gaioss realized upon the sale or other
disposition of any capital stock of any Person; and

(e) other extraordinary items, as determined iretance with GAAP.

"CONSOLIDATED TOTAL ASSETS" means, for any peridde total book value of the assets of the Companlyits Subsidiaries (including
goodwill, patents, trademarks, trade names, orgéiniz expense, unamortized debt discount and erpems other like intangibles), less
reserves applicable thereto, all determined omaal@ated basis in accordance with GAAP.

"CREDIT FACILITY" means either the Five-Year Credigreement or the 364-Day Credit Agreement, eatbddas of September 11, 2000
and each among the Company, certain Subsidiari&g thareto, the lenders party thereto, The Chaaahdttan Bank, as Administrative Age
Citibank, N.A. as Syndication Agent, and The Bahklew York, as Documentation Agent, each as inatffieom time to time, and any
extension, renewal, refunding, replacement or egfing of either thereof.

"DEFAULT" means an event or condition the occureenc existence of which would, with the lapse ofdior the giving of notice or both,
become an Event of Default.

"DEFAULT RATE" means that rate of interest thathie greater of (i) 2% per annum above the ratatefést stated in clause (a) of the first
paragraph of the Notes or (ii) 2% over the ratentd@rest publicly announced by Citibank, N.A. inil¥ork, New York as its "base" or "prim
rate.

"EBITDA" means, for any period, the Consolidated Neome of the Company and its Subsidiaries fahqueriod, plus (A) to the extent
deducted in computing Consolidated



Net Income for such period, an amount equal tac(dated without duplicatior

(i) income tax expense, plus (i) Interest Expempdes (iii) depreciation and amortization experdas (iv) extraordinary losses, minus (B) to
the extent included in computing Consolidated Mebme for such period, extraordinary gains, alletermined in accordance with GAAP;

provided, however, that with respect to any suafogewnhich shall include the date on which the S@iffi occurred, EBITDA for such period

shall be calculated on a pro forma basis as iBi@-Off had occurred (and any Indebtedness agsdciherewith had been incurred) on the
first day of such period.

"ENVIRONMENTAL LAWS" means any and all Federal, tetalocal, and foreign statutes, laws, regulationgdinances, rules, judgments,
orders, decrees, permits, concessions, grantghiises, licenses, agreements or governmentalatéstis relating to pollution and the protect
of the environment or the release of any matentsthe environment, including but not limitedttmse related to hazardous substances or
wastes, air emissions and discharges to wastehdicmystems.

"ERISA" means the Employee Retirement Income Sgcht of 1974, as amended from time to time, dmrules and regulations
promulgated thereunder from time to time in effect.

"ERISA AFFILIATE" means any trade or business (Wiegtor not incorporated) that is treated as a siegiployer together with the Company
under section 414(b) or (c) of the Code.

"EVENT OF DEFAULT" is defined in Section 11.

"EXCHANGE ACT" means the Securities Exchange Ac1884, as amended.

"GAAP" means generally accepted accounting priesi@s in effect from time to time in the Unitedt&seof America.
"GOVERNMENTAL AUTHORITY" means

(a) the government of

() the United States of America or any State @ieotpolitical subdivision thereof, or

(i) any jurisdiction in which the Company or anyl&idiary conducts all or any part of its businessyhich asserts jurisdiction over any
properties of the Company or any Subsidiary, or

(b) any entity exercising executive, legislatiugigial, regulatory or administrative functions of,pertaining to, any such government.

"GUARANTY" means, with respect to any Person, abligation (except the endorsement in the ordinayrse of business of negotiable
instruments for deposit or collection) of such Barguaranteeing or in effect guaranteeing any itetkiess, dividend or
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other obligation of any other Person in any manwéether directly or indirectly, including (witholimitation) obligations incurred through an
agreement, contingent or otherwise, by such Person:

(a) to purchase such indebtedness or obligati@mpmproperty constituting security therefor;

(b) to advance or supply funds (i) for the purchaspayment of such indebtedness or obligatiodiioto maintain any working capital or oth
balance sheet condition or any income statemerition of any other Person or otherwise to advanamake available funds for the purchase
or payment of such indebtedness or obligation;

(c) to lease properties or to purchase propertisgivices primarily for the purpose of assuring dlwvner of such indebtedness or obligation of
the ability of any other Person to make paymerthefindebtedness or obligation; or

(d) otherwise to assure the owner of such indeletesior obligation against loss in respect thereof.

In any computation of the indebtedness or othéiliiees of the obligor under any Guaranty, theghtedness or other obligations that are the
subject of such Guaranty shall be assumed to ketdbligations of such obligor.

"HOLDER" means, with respect to any Note, the Peisovhose name such Note is registered in theteginaintained by the Company
pursuant to Section 13.1.

"INDEBTEDNESS" with respect to any Person meanangttime, without duplication,
(a) its liabilities for borrowed money and its reg#ion obligations in respect of mandatorily redable Preferred Stock;

(b) its liabilities for the deferred purchase prafeproperty acquired by such Person (excludingants payable arising in the ordinary course
of business but including all liabilities createdanising under any conditional sale or other tideention agreement with respect to any such
property);

(c) all liabilities appearing on its balance shieedccordance with GAAP in respect of Capital Lsase

(d) all liabilities for borrowed money secured byyd_ien with respect to any property owned by sBehson (whether or not it has assumed or
otherwise become liable for such liabilities);

(e) all its liabilities in respect of letters ofedlit or instruments serving a similar function sgwr accepted for its account by banks and other
financial institutions (whether or not representofiigations for borrowed money);
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(f) Swaps of such Person; and
(9) any Guaranty of such Person with respect tuliiees of a type described in any of clausestif@@ugh (f) hereof.

"INSTITUTIONAL INVESTOR" means (a) any original pchiaser of a Note,

(b) any holder of a Note holding more than 5% &f éiggregate principal amount of the Notes thertanding, and (c) any bank, trust
company, savings and loan association or othen{ia&institution, any pension plan, any investmanpany, any insurance company, any
broker or dealer, or any other similar financiatitution or entity, regardless of legal form.

"INTEREST COVERAGE RATIO" means, for any periodetfatio of (i) EBITDA for such period to (b) IntestetExpense for such period.

"INTEREST EXPENSE" means, for any period, the swithput duplication) of the following (in each cadetermined on a consolidated basis
in accordance with GAAP): (a) all interest in restpaf Indebtedness of the Company and its Subsédigincluding imputed interest on Capital
Leases) deducted in determining Consolidated Neirive for such period and (b) all debt discountexmense amortized or required to be
amortized in the determination of Consolidated Mebme for such period; provided, however, thahwéspect to any such period which shall
include the date on which the Spin-Off occurrededest Expense for such period shall be calculatea pro forma basis as if the Spin-Off had
occurred (and any Indebtedness associated therkadtiveen incurred) on the first day of such period

"LIEN" means, with respect to any Person, any nagégy lien, pledge, charge, security interest ogroéimcumbrance, or any interest or title of
any vendor, lessor, lender or other secured panty bf such Person under any conditional salelwrditle retention agreement or Capital
Lease, upon or with respect to any property ortaxfs®mich Person (including in the case of stotdgldholder agreements, voting trust
agreements and all similar arrangements).

"MAKE-WHOLE AMOUNT" is defined in Section 8.6.

"MATERIAL" means material in relation to the busése operations, affairs, financial condition, asset properties of the Company and its
Subsidiaries taken as a whole.

"MATERIAL ADVERSE EFFECT" means a material adveestect on (a) the business, operations, affaingrfcial condition, assets or
properties of the Company and its Subsidiariesrtalgea whole, or (b) the ability of the Companypéoform its obligations under this
Agreement and the Notes, or (c) the validity oecéability of this Agreement or the Notes.

"MEMORANDUM" is defined in Section 5.3.
"MULTIEMPLOYER PLAN" means any Plan that is a "mialnployer plan" (as such term is defined in sectiof1(a)(3) of ERISA).

"NON-RECOURSE" means, in connection with any Assale, an Asset Sale that does not result in, cgritgenat any time, or otherwise
expressly permit, the taking of security



in, or the grant of any lien or other encumbranc®poagainst, any property or assets of the Compamayy Subsidiary.
"NOTES" is defined in Section 1.

"OFFICER'S CERTIFICATE" means a certificate of af®e Financial Officer or of any other officer ¢fd Company whose responsibilities
extend to the subject matter of such certificate.

"PBGC" means the Pension Benefit Guaranty Corpmmatferred to and defined in ERISA or any sucaesgsareto.

"PERSON" means an individual, partnership, corponatimited liability company, association, trugfjincorporated organization, or a
government or agency or political subdivision tivére

"PERMITTED INDEBTEDNESS" means, at any date, an ami@qual to four times EBITDA for the period o&tfour consecutive fiscal
quarters ended on, or most recently prior to, slatb.

"PLAN" means an "employee benefit plan” (as defimesgection 3(3) of ERISA) that is or, within theepeding five years, has been established
or maintained, or to which contributions are orthivi the preceding five years, have been madequimed to be made, by the Company or any
ERISA Affiliate or with respect to which the Compaor any ERISA Affiliate may have any liability.

"PREFERRED STOCK" means any class of capital stdekcorporation that is preferred over any othass of capital stock of such
corporation as to the payment of dividends or tgnpent of any amount upon liquidation or dissolutid such corporation.

"PROPERTY" or "PROPERTIES" means, unless othersfseifically limited, real or personal propertyasfy kind, tangible or intangible,
choate or inchoate.

"PTE" means a Prohibited Transaction Exemptioneidday the Department of Labor.
"PURCHASER" is defined in the first paragraph détAgreement.
"QPAM EXEMPTION" means Prohibited Transaction Cla&semption 84-14 issued by the United States Depart of Labor.

"REQUIRED HOLDERS" means, at any time, the holdsrgreater than 50% in principal amount of the Matethe time outstanding
(exclusive of Notes then owned by the Company gradrits Affiliates).

"RESPONSIBLE OFFICER" means any Senior Financidic®f and any other officer of the Company withp@ssibility for the
administration of the relevant portion of this agreent.



"SALE AND LEASEBACK TRANSACTION" is defined in Seicn 10.5.
"SECURITIES ACT" means the Securities Act of 1988 amended from time to time.
"SENIOR FINANCIAL OFFICER" means the chief finankcddficer, principal accounting officer, treasu@rcomptroller of the Company.

"SIGNIFICANT SUBSIDIARY" means at any time any Sidiary Guarantor and any other Subsidiary that Wauilsuch time constitute a
"significant subsidiary" (as such term is definedRiegulation S-X of the Securities and Exchange @@sion as in effect on the date of the
Closing) of the Company.

"SPIN-OFF" means the separation of The Dun & Brags$tCorporation into (i) The New D&B Corporationda(ii) Moody's Corporation,
pursuant to the Registration Statement on Formele@ed thereto filed with the Securities and Exgfga@ommission in September, 2000.

"SUBSIDIARY" means, as to any Person, any corporatassociation or other business entity in whigthsPerson or one or more of its
Subsidiaries or such Person and one or more Suitsidiaries owns sufficient equity or voting irtsts to enable it or them (as a group)
ordinarily, in the absence of contingencies, tatedemajority of the directors (or Persons perfogrsimilar functions) of such entity, and any
partnership or joint venture if more than a 50%iiast in the profits or capital thereof is ownedsbgh Person or one or more of its Subsidi
or such Person and one or more of its Subsidi@igess such partnership or joint venture can aed drdinarily take major business actions
without the prior approval of such Person or onenore of its Subsidiaries). Unless the context mtige clearly requires, any reference to a
"Subsidiary" is a reference to a Subsidiary of@wenpany.

"SUBSIDIARY GUARANTEE" means a guarantee of a Sdlesiy Guarantor of the obligations of the Companger this Agreement and the
Notes, substantially in the form of Exhibit 4.:

"SUBSIDIARY GUARANTOR" means (a) as of the datetloé Closing those Subsidiaries identified as sutBchedule 5.4, and (b) thereai
the Persons referred to in clause (a) and each B#reaon which from time to time executes and @ediva counterpart of the Subsidiary
Guarantee or otherwise enters into a Subsidiary&htee (unless such Person shall be released fsavhligations under its Subsidiary
Guarantee pursuant to Section 9.6(b)).

"SWAPS" means, with respect to any Person, paywaigigations with respect to interest rate swapsieticy swaps and similar obligations
obligating such Person to make payments, wheth@dieally or upon the happening of a contingerieyr the purposes of this Agreement, the
amount of the obligation under any Swap shall leeattmount determined in respect thereof as of theoéthe then most recently ended fiscal
guarter of such Person, based on the assumptibsubla Swap had terminated at the end of suchl figeater, and in making such
determination, if any agreement relating to sucka®provides for the netting of amounts payablerayta such Person thereunder or if any
such agreement provides for the simultaneous



payment of amounts by and to such Person, theadh such case, the amount of such obligation beathe net amount so determined.

"TOTAL INDEBTEDNESS" means, at any date, all Indsditess of the Company and its Subsidiaries deterhtn a consolidated basis in
accordance with GAAP.

"TOTAL INDEBTEDNESS TO EBITDA RATIO" means, at amate, the ratio of

(a) Total Indebtedness on such date to (b) EBITBttie period of the four consecutive fiscal quarended on, or most recently prior to, s
date. Solely for purposes of calculating EBITDAwiespect to any period in connection with thisrdgén, (i) if the Company or any of its
Subsidiaries shall have completed an acquisitioalladr a substantial part of the assets, or aggooncern business or division, of any Person
during such period or

(ii) if the Company shall have merged with any Barduring such period or

(iii) if the Company or any of its Subsidiaries Bieave disposed of all or a substantial part ®fissets or a going concern business or division
during such period, in each case, EBITDA for sueliqul shall be determined on a pro forma basi$ sisch acquisition, disposition or merger,
and the incurrence of any related Indebtednesspbeutred on the first day of such period.

"WHOLLY-OWNED SUBSIDIARY" means, at any time, anyiSsidiary of which one hundred percent (100%) bbathe equity interests
(except directors' qualifying shares) and votingiiests thereof are owned by any one or more o€timapany and the Company's other
Wholly-Owned Subsidiaries at such time.



EXHIBIT 1
[FORM OF NOTE]
MOODY'S CORPORATION

7.61% SENIOR NOTE DUE 2005

No. | | [Date] $ PPN: 615369 A’

FOR VALUE RECEIVED, the undersigned, MOODY'S CORPORON (herein called the "Company"), a corporatamganized and existing
under the laws of the State of Delaware, herebgnges to pay to [ ], or registassigns, the principal sum of

[ ] DOLLARS (or so much theeso$hall not have been prepaid) on September 88, 20th interest (computed on
the basis of a 360-day year of twelve 30-day mgr(tjson the unpaid balance thereof at the rafe &% per annum from the date hereof,
payable semiannually, on the 30th day of March&eptember in each year, commencing with the Ma@th 8r September 30th next
succeeding the date hereof, until the principatbkshall have become due and payable, and (betextent permitted by law on any overdue
payment (including any overdue prepayment) of ppiaic any overdue payment of interest and any axephyment of any Make-Whole
Amount (as defined in the Note Purchase Agreemefatned to below), payable semiannually as afode@ai at the option of the registered
holder hereof, on demand), at a rate per annum firomto time equal to the greater of (i) 9.61%iQr2% over the rate of interest publicly
announced by The Chase Manhattan Bank from tintienein New York, New York as its "base" or "primeite.

Payments of principal of, interest on and any M#esle Amount with respect to this Note are to belenim lawful money of the United Sta
of America at the principal office of The Chase Matian Bank in New York, New York or at such otpkxce as the Company shall have
designated by written notice to the holder of tiiige as provided in the Note Purchase Agreemeatresf to below.

This Note is one of a series of Senior Notes (Inecalled the "Notes") issued pursuant to the Notetrase Agreement, dated as of October 3,
2000 (as from time to time amended, the "Note PaselAgreement"), between the Company and the Raechaamed therein and is entitle
the benefits thereof. Each holder of this Note illdeemed, by its acceptance hereof, (i) to hgresed to the confidentiality provisions set
forth in Section 20 of the Note Purchase Agreeraext(ii) to have made the representation set farth

Section 6.2 of the Note Purchase Agreement.

Payment of the principal of, and Make-Whole Amoifiainy, and interest on this Note may be guarantgeckertain subsidiaries of the
Company.

This Note is a registered Note and, as providatiérNote Purchase Agreement, upon surrender oNibiis for registration of transfer, duly
endorsed, or accompanied by a written instrumetraoifer duly executed, by the registered holéeedf or such holder's attorney duly
authorized in writing, a new Note for a like pripal amount will be issued to, and



registered in the name of, the transferee. Priodiu presentment for registration of transfer,Gbenpany may treat the person in whose name
this Note is registered as the owner hereof foptimpose of receiving payment and for all otheippges, and the Company will not be affected
by any notice to the contrary.

This Note is subject to optional prepayment, in lghar from time to time in part, at the times amdtie terms specified in the Note Purchase
Agreement, but not otherwise.

If an Event of Default, as defined in the Note Pase Agreement, occurs and is continuing, the ipahof this Note may be declared or
otherwise become due and payable in the manntre g@irice (including any applicable Make-Whole Amtjuand with the effect provided in
the Note Purchase Agreement.

This Note shall be governed by, and construed ateddreted in accordance with, the law of the Stétdew York.

MOODY'S CORPORATION

By,

Title:
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EX-21

SUBSIDIARIES OF THE REGISTRANT

LIST OF ACTIVE SUBSIDIARIES AS OF FEBRUARY 28, 2003

Company Name

EXHIBIT 21

Jurisdiction of Creation

Humphreys Argentina Calificadora de Riesgo S.Ak/@pRatt-Humphreys, Calificadora de Riesgo S.
Moody's Latin America Calificadora de Riesgo S.A. (p/Magister Bankwatch Calificadora de Riesgo S
Moody's Investors Service Pty. Limite

Moody's America Latina Ltde

Moody's Latin America Holding Corporatic
Moody's Holdings BVI, Ltd.

Moody's Canada Inc

Moody's Interbank Credit Service Limite

MIS Quality Management Cor

Moody's Assureco, Inc

Moody's Investors Service, In

Moody's Corporation (2000 Spin Merger St
Moody's Holdings, Inc

Moody's KMV Company

Moody's Overseas Holdings, In

Moody's Investors Service Lti

Moody's Holdings UK Limitec

Moody's KMV Limited

Moody's France S/

Moody's Deutschland Gmb

Moody's Asia Pacific Limitec

Moody's China Financial Information Service, L
Moody's Investment Company India Pvt. L
Moody's Mauritius Holdings Limitet

Moody's Risk Management Services, L
Moody's Italia S.r.1.

KMV Asia KK

Moody's Japan Kabushiki Kaist

Korea Investors Service, In

Administracion de Calificadora S

Moody's de Mexico S.A. de C.\

Moody's Holdings B.V.

Moody's Assurance Company, Ir

Moody's Singapore Pte. Lti

Moody's Investors Service South Africa (Pty) Limit
Moody's Investors Service Espana, S
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Argentina
Argentina
Australia
Brazil
British Virgin Islands
British Virgin Island:
Canade
Cyprus
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
England
England
England
France
Germany
Hong Kong
Hong Kong
India

India
Ireland
Italy

Japar
Japar
Korea
Mexico
Mexico
Netherlands
New York
Singapore
South Africa
Spain






EX-23

CONSENT OF EXPERTS
EXHIBIT 23
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtee Registration Statements on Form S-8 (N83-57267, 333-57915, 333-60737, 333-
64653, 333-68555, 333-81121, 333-47848 and 33349&)34f Moody’s Corporation (formerly known as Thearb& Bradstreet Corporation) of
our report dated February 4, 2003 relating to tiesolidated financial statements, which appeatsinForm 10-K.

/s/ PRICEWATERHOUSECOOPERS LLP

PricewaterhouseCoopers LLP
New York, New York
March 20, 2003
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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 Annual Report of Moody’s @oration (the “Company”) on Form 10-K for the yesmded December 31, 2002 as filed
with the Securities and Exchange Commission ortéte hereof (the “Report”), I, John Rutherfurd, @hief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135(dapted pursuant to Section 906 of the Sarbanesy@ydt of 2002, 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 mnets, in all material respects, the financial ctodiand results of operations of 1
Company.

/s/ JOHN RUTHERFURD JR.

John Rutherfurd, Jr.
President and Chief Executive Officer
March 21, 2003
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EXHIBIT 99.2

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 Annual Report of Moody’s @oration (the “Company”) on Form 10-K for the yesmded December 31, 2002 as filed
with the Securities and Exchange Commission ortéte hereof (the “Report”), I, Jeanne M. Deringig€Rinancial Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley AROOR, that to the best of my knowledge:

(1) The Report fully complies with the requirementsettion 13(a) of the Securities Exchange Act of41@®d

(2) the information contained in the Report fairlegents, in all material respects, the financiablt@n and results of operations of the
Company.

/sl JEANNE M. DERING

Jeanne M. Dering

Senior Vice President and
Chief Financial Officer
March 21, 200



