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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

MOODY’'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA)

Revenue
Expense:

Operating, selling, general and administra

Depreciation and amortizatic
Total expense

Operating incom

Interest and other n-operating expense, n

Income before provision for income tay

Provision for income taxe

Net income

Earnings per shal
Basic

Diluted

Weighted average shares outstanc
Basic

Diluted

Three Months Ended

Nine Months Ended

September 30, September 30,

2004 2003 2004 2003
$357.¢ $305.C  $1,046." $895.¢
151.¢ 135.% 441.2 385.]
8.2 8.1 25.% 23.¢
160.1 143.¢ 466.5 408.¢
E 161.2 580.z 487.(
(3.5 (7.4) (14.9 (3.6
E 153.¢ 565.. 483.
98.¢ 68.2 262.&  205.(
$E $85€ $ 302.f $278.
— — e ——
$ 0.6 $057 $ 20/ $ 187
$E $05€ $ 20C $ 1.8¢
147.¢ 149.¢ 148.5  148.¢
E 152.¢ 151.t  152.(

The accompanying notes are an integral part ofdnelensed consolidated financial statements.
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MOODY’'S CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(DOLLAR AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA)

Assets

Current asset:
Cash and cash equivalel
Accounts receivable, net of allowances of $13.2004 and $15.9 in 20
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 (deficit)
Current liabilities:
Accounts payable and accrued liabilit
Deferred revenu

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

Total liabilities

Contingencies (Note ¢
Shareholder equity (deficit):
Preferred stock, par value $.01 per share; 10,000s8ares authorized; no shares
issued
Series common stock, par value $.01 per sharef@MO00 shares authorized;
shares issue

Common stock, par value $.01 per share; 400,00G08fes authorized; 171,451,:

shares issued at September 30, 2004 and Decem20(&

Capital surplut

Retained earning

Treasury stock, at cost; 23,523,214 and 22,77%b@ées of common stock at
September 30, 2004 and December 31, 2003, respkr

Other comprehensive incor

Total shareholde’ equity (deficit)

Total liabilities and sharehold¢ equity (deficit)

September 30, 200:

December 31, 200:

$ 451.(
285.t
53.C

789.t
44.2
59.¢

127.f
72.4
40.€

$1,134.(

$ 236.¢
234.(

470.¢

300.2
165.4

986.5

1.7
121.¢
827.¢

(811.])
7.1

147.%

$1,134.(

$ 269.1
270.5
40.5

579.¢
46.€
60.z
126.¢
77.4
61.€

$952.%

$228.¢
214.¢

443.(

41.1
300.(
200.<

984./

1.7
76.4
558.¢

(677.9)
8.1

(32.1)

$ 952.¢

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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Cash flows from operating activiti

Net income

MOODY’'S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(AMOUNTS IN MILLIONS)

Nine Months Ended September 3C

Reconciliation of net income to net cash providgaperating activities

Depreciation and amortizatic
Stocl-based compensation expel
Tax benefits from exercise of stock optic

Other

Changes in assets and liabiliti

Accounts receivabl

Other current asse

Prepaid pension cos

Other asset

Accounts payable and accrued liabilit
Deferred revenu

Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Capital addition:
(Net cash used) acquired in connection with invesitsiin affiliates

Net cash used in investing activiti

Cash flows from financing activitie
Net repayments of bank borrowin
Proceeds from stock pla
Cost of treasury shares repurcha
Payment of dividend
Payments under capital lease obligati

Net cash used in financing activiti
Effect of exchange rate changes on cash and casraénts

Increase in cash and cash equival
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the pe

The accompanying notes are an integral part ofdnelensed consolidated financial statements.
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2004 2003
$ 302.F $ 278.2
25.: 23.
19.1 8.C
36.7 23.
0.1 0.2
(14.9) (29.5)
(12.0) (3.4)
0.4 (0.7)
21.€ (0.6)
5.3 (3.4)
28.€ 23.:
(34.5) 12.€
378.: 332.(
(14.5) (12.9)
(3.5) 1.1
(18.0) (11.6)
— (107.7)
76. 58.:
(221.9) (114.5)
(33.49) (20.1)
(0.9) (0.9)
(178.9) (184.9)
0.4 3.9
181.¢ 140.C
269.1 39.¢
$ 451.( $179.¢
] ]
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MOODY'’S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATICN

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 igiexvof quantitative credit assessment serviceslictraining 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 as well as rating
opinions on issuers of credit obligations. It gielishes investor-oriented credit research, inolyih-depth research on major issuers, indt
studies, special comments and credit opinion haokihdl he Moodys KMV business, which consists of the combined messes of KMV LLC
and KMV Corporation (“*KMV”), acquired in April 2002and Moody’s Risk Management Services, developsdgstributes quantitative credit
assessment services for banks and investors iit-sestsitive assets, credit training services aedit 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 companie Moody’s Corporation and The New D&B Corporat{tNew 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 credit ratings and
related research and credit risk management serifice “Moody’s Business”) and was renamed “Moodytsporation”.The method by whic
Old D&B distributed to its shareholders its shavéblew D&B stock is hereinafter referred to as tB@00 Distribution”.

These interim financial statements have been peeparaccordance with the instructions to Form 18n@Q should be read in conjunction with
the Company’s consolidated financial statementsraladed notes in the Company’s 2003 annual repofiorm 10-K filed with the Securities
and Exchange Commission on March 12, 2004. Thétsesiinterim periods are not necessarily indieatbf results for the full year or any
subsequent period. In the opinion of managemeradaistments (consisting of normal recurring aats)iconsidered necessary for a fair
presentation of financial position, results of giems and cash flows at the dates and for th@gepresented have been included. Certain
prior year amounts have been reclassified to comtorthe current year presentation.

2. STOCK-BASED COMPENSATION

In 2002 and prior years, the Company measuredasieot stock-based compensation using the intriveiige approach under Accounting
Principles Board (“APB”) Opinion No. 25 rather thapplying the fair value method provisions of Stagat of Financial Accounting Standards
(“SFAS”) No. 123, “Accounting for Stock-Based Comgation” as amended by SFAS No. 148, “AccountingSimck-Based Compensation —
Transition and Disclosure — an amendment of FASBeBtent No. 123", Accordingly, the Company did remtognize compensation expense
related to grants of employee stock options andeshiasued to participants in its employee stockhmse plan.

On January 1, 2003, the Company adopted, on agrtige basis, the fair value method of accountorgsfock-based compensation under
SFAS No. 123. Therefore, employee stock optionatgthon and after January 1, 2003 are being exddnsthe Company over the option
vesting period, based on the estimated fair vafubeoaward on the date of grant. In addition, shassued to participants in the Company’s
employee stock purchase plan are being expenstteiyompany based on the discount from the marieg peceived by the participants.

The condensed consolidated statements of operatiolusie compensation expense in the following amuelated to restricted stock and
related to stock options granted and stock issueléiuthe employee stock purchase plan since Jadu2g03 for the three months ended
September 30, 2004 and 2003, $6.7 million and &8liibn, respectively; and for the nine months esh&eptember 30, 2004 and 2003,
$19.1 million and $8.0 million, respectively. Indition, the 2004 and 2003 expense is less thanitthih would have been recognized if the
fair value method had been applied to all awandsesthe original effective date of SFAS No. 128eatthan being applied prospectively. Had
the Company determined such stock-based compensatiense using the fair value method provisiorS8FAS No. 123 since its original
effective date, Moody’s net income and earningsspare would have been reduced to the pro formaiateghown below.
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Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003

(in millions, except per share data)

Net income:
As reportec $95.5 $85.€ $302.t $278.4
Add: Stock-based compensation expense
included in reported net income, net of 4.C 1.8 11.F 4.9

Deduct: Stoc-based compensation expel
determined under the fair value method, net

of tax (7.9 (5.0 (21.2) (15.5)
Pro forma net incom $92.2 $82.4 $292.¢ $267.€
[ | [ | | |

Basic earnings per shai

As reportec $0.65 $0.57 $ 2.04 $ 1.87

Pro forma $0.6 $0.5E $ 1.9¢ $ 1.8C
Diluted earnings per shat

As reportec $0.6 $0.5€ $ 2.0C $ 1.8¢

Pro forma $0.62 $0.5E $ 1.9¢ $ 1.7¢

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

The fair value of stock options used to computepiteeforma net income and earnings per share digods is the estimated present value at
grant date using the Black-Scholes option-priciraglel. The following weighted average assumptionsewssed for options granted during the
three and nine months ended September 30, 200200&]

Three Months Ended September 3C Nine Months Ended September 3C

2004 2003 2004 2003
Expected dividend yiel 0.4€% 0.41% 0.4€% 0.41%
Expected stock volatilit 30% 30% 30% 30%
Risk-free interest rat 3.74% 2.4&% 3.25% 3.05%
Expected holding peric 5yrs 5yrs 5yrs 5yrs

The estimated weighted average fair value of Mosdytions granted was $20.92 and $15.38, respégtiee the three months ended
September 30, 2004 and 2003 and $19.98 and $1@d)xctively, for the nine months ended Septem®e2@4 and 2003.

At the Distribution Date, all unexercised Old D&Bek options were converted into separately exabdésoptions of Moody’s and New D&B.
The distribution agreement relating to the 200Qirikigtion (the “2000 Distribution Agreement”) pralgd that, for subsequent exercises of
those options, the issuer of the stock rather tharemployer would be entitled to the related testuttion. Accordingly, since the Distribution
Date and through the filing of its income tax rewifor 2002, Moody’s has claimed tax deductionsiwmployees of New D&B have

exercised Moody’s stock options.

Effective with its recently filed 2003 tax returidpody’s has changed its tax deductions to conftariain IRS ruling, which clarified that the
employer should take the tax deduction for optir@reises rather than the issuer. The Distributigne&ment entitles Moody’s to
reimbursement from New D&B for the resulting logghe issuer-based tax deductions. Accordingly, Woe has reflected a receivable from
New D&B within other current assets in the condensensolidated balance sheet in the amount of $2illibn at September 30, 200
consisting of $10.8 million related to the nine rittmended September 30, 2004 and $10.9 millionegl® the year ended December 31, 2
This accounting had no impact on the results ofatmns.

The condensed consolidated balance sheet and statefrcash flows as of and for the year ended Déee 31, 2003 have been reclassified to
reflect the above treatment.
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3. RECONCILIATION OF WEIGHTED AVERAGE SHARES OUTSTA NDING

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

Three Months Ended September 3C Nine Months Ended September 3C
2004 2003 2004 2003
(in millions)
Weighted average number of she— Basic 147.¢ 149.¢ 148.% 148.¢
Dilutive effect of shares issuable under s-
based compensation pla 3.1 3.t 3.C 3.2
Weighted average number of sha—
Diluted 150.7% 152.¢ 151.k 152.(
| | | |

Options to purchase 5.6 million common shares @hed the 2004 periods shown above, and 3.5 milimmmon shares in each of the 2003
periods, were outstanding but were not includetthéncomputation of diluted weighted average shawstanding because they were
antidilutive.

4. ACQUISITIONS
Korea Investors Service

In August 1998, the Company made a 10% cost-bagestment in Korea Investors Service (“KIS”), a Ean rating agency. In

December 2001, the Company entered into a defindiyreement to increase its investment to just 0%, at a cost of $9.6 million with a
contingent payment of up to 6.9 billion Korean Wapproximately $6.0 million as of September 30,8060 2005, based on KIS net income
for the three-year period ended December 31, ZD@d.Company currently estimates that this payméhbe approximately $3 million, and
will be made in the first quarter of 2005.

In March 2004, KIS increased its ownership in auniggbasis investment to just over 50%, at a cd€L® billion Korean Won, net of cash
acquired (approximately $0.6 million). As a resatirting in March 2004 this entity is being cotidated in Moody'’s financial statements and
$0.7 million of goodwill was recorded related tdsthntity.

5. GOODWILL AND OTHER INTANGIBLE ASSETS

The following table summarizes the activity in gadgtfor the periods indicated (in millions):

Nine Months Ended Year Ended
September 30, 2004 December 31, 2003
Moody's Moody's Moody's Moody's
Investors Service KMV Consolidated Investors Service KMV Consolidated
Beginning balanc $2.3 $124.1  $126. $2.3 $124.C  $126.:
Net change from acquisitiol 1.1 — 1.1 — — —
Other — — — — 0.1 0.1
Ending balanc $34 $124.1 $127.¢ $2.3 $124.1 $126.¢
| | | | | |

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

September 30, December 31,

2004 2003
(in millions)

Customer lists (11.3 year original weighted avelidgg $ 57.¢ $ 57.¢

Accumulated amortizatio (14.¢ (10.¢)

Net customer list $43.2 $47.2

| |

Other intangible assets (5.6 year original weiglaeerage life $ 8.2 $ 8.2



Accumulated amortizatio (4.€) (3.5

Net other intangible asse $ 3.6 $ 4.7
| |

Total $ 46.¢ $51.¢
| |
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Amortization expense for intangible assets sulifeaimortization in each of the three and nine maettiods ended September 30, 2004 and
2003 was $1.7 million and $5.2 million, respectyvel

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

Years Ending December 31,

(in millions)
2004 (after September 3 $ 17
2005 6.5
2006 6.2
2007 5.5
2008 45
Thereaftel 22.4

As of September 30, 2004, $25.5 million in tradersts acquired with the April 2002 acquisition d¥I were not subject to amortization.
Current circumstances and conditions continue ppar an indefinite useful life.

6. PENSION AND OTHER POST-RETIREMENT BENEFITS

Moody’s maintains both funded and unfunded nondoatory defined benefit pension plans in which sabsally all U.S. employees of the
Company are eligible to participate. The plans lewefined benefits using a cash balance formased on years of service and career
average salary.

The Company also provides certain healthcare &dhsurance benefits for retired U.S. employeé® Realth care plans are contributory with
participants’ contributions adjusted annually; lifeeinsurance plans are noncontributory. The aatiog for the health care plans anticipates
future cost-sharing changes to the written plaasdhe consistent with Moody’s expressed intefiixtthe Company’s share of costs and
require retirees to pay for all future increaseplan costs in excess of the amount of the pelopezempany contribution in the year 2005.

Effective at the Distribution Date, Moody's assunmesponsibility for pension and other post-retiraigenefits relating to its active
employees. New D&B has assumed responsibilityferGompany’s retirees and vested terminated emgdoge of the Distribution Date.

Following are the components of net periodic expaetated to pension and other post-retirementpianthe three and nine months ended
September 30, 2004 and 2003 (in millions):

Pension Plans Other Post-Retirement Plans
Three Months Ended Three Months Ended Three Months Endec Three Months Ended
September 30, 2004 September 30, 2003 September 30, 2004 September 30, 2003
Components of ne
periodic expense
Service cos $2.C $1.2 $ 0.1 $(0.2)
Interest cos 1.2 0.7 0.1 0.2
Expected return on
plan asset (2.0 (0.7 — —
Amortization of ne
actuarial loss
from earlier
periods 0.4 0.4 — —
Amortization of
unrecognized
prior service cos 0.1 — 0.1 (0.7
Net periodic
expense $1.7 $2.2 $ 0.2 $(0.3
| | | |
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Pension Plans Other Post-Retirement Plans
Nine Months Ended Nine Months Ended Nine Months Endec Nine Months Endec
September 30, 2004 September 30, 2003 September 30, 200 September 30, 200
Components of ne
periodic expense
Service cos $6.1 $5.2 $ 04 $ 0.2
Interest cos 3.8 3.1 0.3 0.2
Expected return o
plan asset (6.0 (5.7 — —
Amortization of ne
actuarial loss
from earlier
periods 1.1 0.9 — —
Amortization of
unrecognized
prior service cos! 0.2 0.1 0.1 —
Net periodic
expense $5.2 $3.6 $ 0.8 $ 04
[ | [ | | |

For the first nine months of 2004, Moody’s made2$fillion of contributions to its other post-retinent plans. The Company presently
anticipates contributing an additional $0.1 millier2004 for a total of $0.3 million.

In May 2004, the Financial Accounting Standardsfd&ASB”) issued FASB Staff Position (“FSP”) NBAS 106-2, “Accounting and
Disclosure Requirements Related to the Medicareddpion Drug, Improvement and Modernization Adflédicare Act”) of 2003 which
supersedes FSP No. FAS 106-1 of the same title N6eSIFAS 106-2 clarifies the accounting for the éfis attributable to new government
subsidies for companies that provide prescriptiuydenefits to retirees. FSP 106-2 is effectivefale first interim annual period beginning
after June 15, 2004. In accordance with FSP No. E&&1, the Company elected to defer accountinghi®reconomic effects of the Medicare
Act, and is in the process of evaluating the effeftthe Medicare Act on its post-retirement besefihe impact of adoption of this standard is
not anticipated to have a material effect on thenfBany’s financial statements and will be adoptedfake next measurement date.

7. INDEBTEDNESS

In connection with the 2000 Distribution, Moody’sisvallocated $195.5 million of debt at Septembe2B800. Moody’s funded this debt with
borrowings under a $160 million unsecured bankIkérg credit facility and a bank bridge line of dite

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 thiédige 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 calculatasdda on the excess, if any, of the discounted
value of the remaining scheduled payments, as efgfimthe agreement, over the prepaid principsérést paid under the Notes was

$5.7 million for each of the three month perioddeth September 30, 2004 and 2003 and $17.1 millioedch of the nine month periods en
September 30, 2004 and 2003.

On September 1, 2004, Moody’s entered into a figarysenior, unsecured revolving credit facilitye(tfracility”) in an aggregate principal
amount of $160 million that expires in Septembed20his Facility replaced the $80 million 5-yeacifity that was scheduled to expire in
September 2005 and the $80 million 364-day faciligt expired in September 2004. Interest on bdrrgsvunder the Facility is payable at
rates that are based on the London InterBank QffBage plus a premium that can range from 17 lpasigs to 47.5 basis points depending on
the Company’s ratio of total indebtedness to egsiefore interest, taxes, depreciation and anatidiz (“Earnings Coverage Ratio”), as
defined in the related agreement. At Septembe2@04, such premium was 17 basis points. The Comaksaypays quarterly facility fees,
regardless of borrowing activity under the Facilithe quarterly fees for the Facility can rangerfi® basis points of the Facility amount to 15
basis points, depending on the Company’s Earnirggefage Ratio, and were 8 basis points at Septe®ih@004. Under the Facility, the
Company also pays a utilization fee of 12.5 baeiatg on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility. Interest paid undeo®ds previous revolving credit facilities for tiéne months ended September 30, 2003 was
$0.6 million. No interest was paid under the Conysafacilities for the three months ended Septen38gr2003 or the three and nine month
periods ended September 30, 2004 as no borrowiegs eutstanding during those periods.

The Notes and the Facility (the “Agreements”) cantzovenants that, among other things, restricethibty of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset sed@sactions with affiliates and sale-leaseback
transactions or to incur liens, as defined in #lated agreements. The Agreements also containdiglecovenants that, among other thir



require the Company to maintain an interest coveragjo, as defined in the related agreementsobless than 3
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to 1 for any period of four consecutive fiscal dees, and an Earnings Coverage Ratio, as defindtkirelated agreements, of not more than 4
to 1 at the end of any fiscal quarter. At Septenter2004, the Company was in compliance with sumkenants. Upon the occurrence of
certain financial or economic events, significantporate events or certain other events constgutimevent of default under the Agreements,
all loans outstanding under the Agreements (inclydiccrued interest and fees payable thereundgrbmdeclared immediately due and
payable and all commitments under the Agreemenishaderminated. In addition, certain other everfitdefault under the Agreements would
automatically result in amounts due becoming immidly due and payable and all commitments beingiteted.

Moody'’s total interest expense was $5.8 million &bd7 million, respectively, for the three montimsled September 30, 2004 and 2003 and
$17.3 million and $17.7 million, respectively, fine nine months ended September 30, 2004 and Z0@4.interest income on cash and cash
equivalents was $1.7 million and $0.5 million, resjively, for the three months ended Septembe2@04 and 2003 and $3.8 million and
$1.0 million, respectively, for the nine months ed&eptember 30, 2004 and 2003.

8. CONTINGENCIES

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Msodftanagement periodically assesses the Compdiapiities and contingencies in
connection with these matters, based upon the lafesmation available. For those matters wheeeglobable amount of loss can be
reasonably estimated, the Company believes itdmwded appropriate reserves in the consolidatesh¢ial statements and periodically adji
these reserves as appropriate. In other instabheeapse of the uncertainties related to both tblegiie outcome and amount or range of loss,
management is unable to make a reasonable estifnatéability, if any. As additional informationdzomes available, the Company adjusts its
assessments and estimates of such liabilities dicy.

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

Legacy Contingencies

To understand the Company’s exposure to the paldiabilities described below, it is importantunderstand 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 commitmérage assumed varying degrees of responsibilitly vispect to such matters.

In November 1996, The Dun & Bradstreet Corporatfaough a spin-off separated into three separatégpcompanies: The Dun & Bradstreet
Corporation, ACNielsen Corporation (“ACNielsen”)da@ognizant Corporation (“Cognizant”) (the “1996sBibution”). Under the terms of tt
distribution agreement relating to the 1996 Disttibn, each party thereto is prohibited from digiting to its stockholders any business that
had been allocated to it in connection with the6LB$stribution, unless the distributed businessvées an undertaking agreeing to be jointly
and severally liable to the other parties underl®@6 distribution agreement for the liabilitiestbé distributing parent company under the
1996 distribution agreement.

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 Incorfentd“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 to the condensed cafeged financial statements.

Information Resources, I nc.

The following is a description of an antitrust lautdiled in 1996 by Information Resources, IndRI”). As more fully described below, VNU
N.V., a publicly traded Dutch company, and its Ws@bsidiaries, VNU, Inc., ACNielsen Corporati‘ACNielsen”), AC Nielsen (US), Inc.
(“ACN (US)"), and Nielsen Media Research, Inc. (“®R¥) (collectively, the “VNU Parties”), have assumextlusive joint and several liability
for any judgment or settlement of this antitrustdait. As a result of the indemnity obligation, Mtyds does not have any exposure to a
judgment or settlement of this lawsuit unless tiParties default on their obligations. Howevarthie event of such a default, contrac
commitments undertaken by Moody’s in connectiorhwiirious corporate reorganizations since 1996 aveeduire the Company to bear a
portion of any amount not paid by the VNU Parties.
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In July 1996, IRI filed a complaint, subsequentiyemded in 1997, in the U.S. District Court for 8@uthern District of New York, naming as
defendants the corporation then known as The Dira&lstreet Corporation, A.C. Nielsen Company (asiliary 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 amended complaint alleges various violationdmifed States antitrust laws under Sections 12aofithe Sherman Act. The amended
complaint also alleges a claim of tortious intezfeze with a contract and a claim of tortious irgexfice with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleged SRG violated an
alleged agreement with IRI when it agreed to beumed by defendants and that defendants induced t6®@ach that agreement.

IRI's antitrust claims allege that defendants depetl and implemented a plan to undermine IRI'stghid compete within the United States
and foreign markets in North America, Latin Ameriéaia, Europe and Australia/New Zealand througler@es of anti-competitive practices,
including: unlawfully tying/bundling services indhmarkets in which defendants allegedly had monopoWwer with services in markets in
which ACNielsen competed with IRI; entering intaclsionary contracts with retailers in certain cioi@s to deny IRI's access to sales data
necessary to provide retail tracking services artificially raise the cost of that data; predstpricing; acquiring foreign market competitors
with the intent of impeding IRI's efforts to expardisparaging IRI to financial analysts and cliemtsd denying IRl access to capital necessary
for it to compete.

IRI's amended complaint originally alleged damaiyesxcess of $350 million, which IRI asked to bebted under antitrust laws. IRI has since
revised its allegation of damages to exceed $6%5®miwhich IRI also asked to be trebled. IRI Haesd with the court the report of its expert
who has opined that IRI suffered damages of betw&8&1.6 million and $651.7 million from the defenti alleged practices. IRI also sought
punitive damages in an unspecified amount.

In April 2003, the court denied a motion for pdriammary judgment by defendants that sought tmidis certain of IRI's claims and granted
in part a motion by IRI seeking reconsideratiort®ftain summary judgment rulings the Court had ipresty made in favor of defendants. The
motion granted by the Court concerns IRI's clairhguries from defendants’ alleged conduct in agrtforeign markets.

Pursuant to a scheduling order entered by the @ouktpril 8, 2004, discovery ended on November@Q4£ and trial is scheduled to begin on
April 18, 2005.

On June 21, 2004, pursuant to a stipulation betwieeand defendants, the Court ordered that cedflRI’s claims be dismissed with
prejudice from the lawsuit, including the claimsaittidefendants tortiously interfered with the SR@uasition. The Company believes that the
dismissal of the tortious interference claims glsecludes any claim for punitive damages.

In connection with the 1996 Distribution, NMR (thlkemown as Cognizant Corporation), ACNielsen and ixdley (then known as The Dun &
Bradstreet Corporation) entered into an Indemnity oint Defense Agreement (the “Original Indemaityl Joint Defense Agreement”),
pursuant to which they agreed to:

« allocate potential liabilities that may relate anise out of or result from the IRI lawsu” IRI Liabilities”); and
¢ conduct a joint defense of such acti
In particular, the Original Indemnity and Joint Brée Agreement provided that:

« ACNielsen would assume exclusive liability forl IRHabilities up to a maximum amount to be calcathait such time as such liabilities
became payable as a result of a final non-appeajabgment or any settlement permitted under thgial Indemnity and Joint
Defense Agreement (ti* ACN Maximum Amoun”); and

» Donnelley and NMR would share liability equally fany amounts in excess of the ACN Maximum Amo

The Original Indemnity and Joint Defense Agreenasb provided that if it becomes necessary to aogtbond pending an appeal of an
adverse judgment, then NMR and Donnelley shallinlitee bond required for the appeal, and each phagll50% of the costs of such bond, if
any, which cost will be added to IRI Liabilities.
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In 2001, ACNielsen was acquired by VNU N.V., wha$sumed ACNielsen’s obligations under the Origindemnity and Joint Defense
Agreement. Pursuant to the Original Indemnity asidtIDefense Agreement, VNU N.V. was to be includéth ACNielsen for purposes of
determining the ACN Maximum Amount.

In connection with the 1998 Distribution, Old D&B&Donnelley (then known as The Dun & Bradstreatp@ration) entered into an
agreement (the “1998 Distribution Agreement”) whigr©Ild D&B assumed all potential liabilities of Doelley arising from the IRI action and
agreed to indemnify Donnelley in connection witlelspotential liabilities. Under the terms of thédRMistribution, New D&B undertook to
jointly and severally liable with Moo('s for Old D&B’s obligations to Donnelley under ti®98 Distribution Agreement, including any
liabilities arising under the Original Indemnitydadoint Defense Agreement, and any liabilitiesiagigrom the IRI action itself. However, as
between New D&B and Moody’s, it was agreed thateuride 2000 Distribution, each of New D&B and Motyill be responsible for 50%
of any payments required to be made to or on belfid@bnnelley with respect to the IRI action unthes terms of the 1998 Distribution
Agreement, including legal fees or expenses relatede IRI action.

On July 30, 2004, the VNU Parties, Donnelley, MdagNew D&B and IMS Health entered into an Amended Restated Indemnity and Jc
Defense Agreement (the “Amended Indemnity and Joafense Agreement”).

Pursuant to the Amended Indemnity and Joint Defé&ggeement, any and all IRI Liabilities incurred Bpnnelley, Moody’s, New D&B or
IMS Health relating to a judgment (even if not fjnar any settlement entered into in the IRI actiah be jointly and severally assumed, and
fully discharged, exclusively by the VNU Partiesadér the Amended Indemnity and Joint Defense Agesgnthe VNU Parties have agreec
jointly and severally, indemnify Donnelley, Moc’'s, New D&B and IMS Health from and against all IR&bilities to which they become
subject. As a result, the concept of “ACN Maximumma@unt” which used to cap ACNielsen’s liability fitre IRI Liabilities no longer exists
and all such liabilities are the responsibilitytoé VNU Parties pursuant to the Amended Indemnity doint Defense Agreement.

In addition, the Amended Indemnity and Joint DeéeAgreement provides that if it becomes necessappst any bond pending an appeal of
an adverse judgment, the VNU Parties shall obtarbbond required for the appeal and shall payuhedst of such bond.

In connection with entering into the Amended Indé@gnand Joint Defense Agreement, Donnelley, MogsgdiNew D&B and IMS Health agre:
to amend certain covenants of the Original Indeynanitd Joint Defense Agreement to provide operatifiesibility for ACNielsen going
forward. In addition, the Amended Indemnity anchi@efense Agreement includes certain amendmertetoovenants of ACNielsen (whic
under the Amended Indemnity and Joint Defense Ages, are now also applicable to ACN (US)), whioh @esigned to preserve such
parties’ claims-paying ability and protect Donnglléoody’s, New D&B and IMS Health. Among other @mants, ACNielsen and ACN
(US) agreed that neither they nor any of their eefipe subsidiaries will incur any indebtednesany affiliated person, except indebtedness
which its payment will, after a payment obligatiemder the Amended Indemnity and Joint Defense Agesd comes due, be conditioned on,
and subordinated to, the payment and performanteeaddbligations of such parties under the Ameriddémnity and Joint Defense
Agreement. VNU N.V. has agreed to having a proegest in New York to receive on its behalf sena€@any process concerning the
Amended Indemnity and Joint Defense Agreement.

As described above, the VNU Parties hassumed exclusive responsibility for the paymeralloRI Liabilities. Provided that the VNU Parti
are able to fulfill their obligations under the Antked Indemnity and Joint Defense Agreement, andthieg ultimately do fulfill such
obligations, Moody’s believes that the resolutidihe IRl action should not materially affect ther@pany’s financial position, results of
operations, or cash flows.

However, because liability for violations of theigmist laws is joint and several and becauseitités and obligations relating to the Amended
Indemnity and Joint Defense Agreement are basempitractual relationships, the failure of the VN&ktRes to fulfill their obligations under
the Amended Indemnity and Joint Defense Agreemeultdcresult in the other parties bearing all ooaipn of the IRI Liabilities. Joint and
several liability for the IRI action means that ewehere more than one defendant is determinedvwe baen responsible for an alleged
wrongdoing, the plaintiff can collect all or pafttbe judgment from just one of the defendantssTéitrue regardless of whatever contractual
allocation of responsibility the defendants and ather indemnifying parties may have made, inclgdhe allocations described above betv
the VNU Parties, Donnelley, Moody’s, New D&B and $MHealth.

Accordingly, and as a result of the allocationdiatiility described above, in the event the VNU tigar default on their obligations under the
Amended Indemnity and Joint Defense Agreement, edhoody’s and New D&B will be responsible for thayment of 50% of the portion
of any judgment or settlement ultimately paid bynbelley (which is a defendant in the IRI actionhigh can be as high as all the IRI
Liabilities.
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The Company is unable to predict at this time thie@me of the IRI action, the financial conditiohamy of the VNU parties or the other
defendants at the time of any such outcome, oriveinehe VNU Parties or the other defendants wifilfaheir obligations under the Amended
Indemnity and Joint Defense Agreement or othetedlaontractual agreements. Hence, the Companytastimate such parties’ ability to
pay the IRI Liabilities pursuant to the Amendeddnthity and Joint Defense Agreement or the amoutiteofudgment or settlement in the IRI
action. Accordingly, no amount in respect of thiattar has been accrued in the Company’s consalidatancial statements. As discussed
above, provided that the VNU Parties ultimatelfifiutheir obligations under the Amended Indemratiyd Joint Defense Agreement, Moody’s
believes that the resolution of the IRI action dbot materially affect the Company’s financiakgimn, results of operations, or cash flows.
If, however, IRI were to prevail in whole or in par this action and Moody’s is required to paytwithstanding such contractual obligations, a
portion of any significant settlement or judgmehg outcome of this matter could have a materiabesk effect on Moody'’s financial position,
results of operations, and cash flows.

Legacy Tax Matters

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 domesperations. These initiatives are subject to nomeakew 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, peeskind accrued interest resulting from
unfavorable IRS rulings on certain tax mattersescdbed in such agreements (excluding the magiseribed below as “Amortization Expense
Deductions” for which New D&B and Moody’s are sgleksponsible) and certain other potential taxilités, also as described in such
agreements, after New D&B and/or Moody’s pays thet $137 million, which amount was paid in connegtwith the matter described below
as “Utilization of Capital Losses".

In connection with the 2000 Distribution and pursut® the terms of the 2000 Distribution Agreeméigw D&B and Moody’s have, between
themselves, agreed to each be financially resplen&ib50% of any potential liabilities that maysar to the extent such potential liabilities are
not directly attributable to their respective besis operations.

Without limiting the generality of the foregoindnree specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2003, New D&B receigacdExamination Report from the IRS with resped frartnership transaction entered
into in 1993. In this Report, the IRS stated iteittion to disallow certain royalty expense dedrdiclaimed by Old D&B on its tax returns for
the years 1993 through 1996 (the “Royalty Repoftithe first quarter of 2004, New D&B receivedimigar Examination Report (the “Second
Royalty Report”) relating to the first quarter 9.

During the second quarter of 2003, New D&B alseireed an Examination Report from the IRS statisgritention to ignore the partnership
structure that had been established in 1993 inextion with the above transaction, and to reall®tatOld D&B income and expense items
that had been reported in the partnership taxmdtur1996 (the “Reallocation Report”). New D&B alseceived a similar Examination Report
(the “Second Reallocation Report”) issued to thergaship with respect to the first quarter of 1997

In June 2004, New D&B and the IRS conducted a ntiediaf these issues, at which New D&B and the iB&hed a basis for settlement with
regard to the Royalty Report for 1995 and 1996 Rbellocation Report and certain tax refund clanasle by Old D&B related to 1995 and
1996 (the “Preliminary Settlement”). The Prelimip&ettlement was subject to the execution of a &ettiement agreement. In addition, the
IRS maintains it's position that certain tax refusidims made by Old D&B related to 1993 and 1994 bmaoffset by tax liabilities relating to
the above mentioned partnership formed in 1993. B&B disagrees with the position taken by the IREX993 and 1994 and plans to file a
protest with the IRS Appeals Office. If the protisstinsuccessful New D&B can either: (1) abandsniak refund claims; or (2) challenge the
IRS claim in U.S. District Court or the U.S. CoaftFederal Claims. Moody’s estimates that its expegor the write-off of deferred tax assets
related to these tax refund claims could be uPtandlion.

As of June 30, 2004, Moody’s had adjusted its resér the Royalty Expense Deductions matter androed write-offs of deferred tax assets
to reflect the Company’s estimates of probable sypmfor the Preliminary Settlement and the othattens discussed in the preceding
paragraph. However, the IRS and New D&B were n& tdhagree on the terms of a formal settlemergergent by the November 1st deadline
imposed by the IRS. As a result, the IRS has wéahdrthe preliminary settlement agreement. In acwed with the 1996 Agreements, New
D&B was required to obtain the consent of MoayMS Health and NMR as a condition to executimg formal settlement agreement, but
unable to obtain IMS
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Health and NMR'’s consent. We believe that in acanog with the 1996 Distribution Agreement, NMR vithholding its consent, would be
contractually responsible to pay any excess amabuse the Preliminary Settlement that may ultinyate owing with respect to tax years
1995-1996. IMS Health has alleged various breaohé&ew DNB’s obligations under the 1996 Agreemanrtated to New D&B$ manageme
and attempted settlement of this matter. If théigpafail to resolve their dispute, we understarat New D&B anticipates commencing
arbitration proceedings against IMS Health and NRsed on our current understanding of the postafriNew D&B and IMS Health, we
believe it is likely that New DNB should prevailjtowe cannot predict with certainty the outcome.

In addition, the Second Royalty Report and the Bed®eallocation Report, which were not part of Ne&B's preliminary settlement with the
IRS, have not been resolved. New D&B disagrees thithpositions taken by the IRS in these reportsm@aviously had filed a protest with the
IRS Appeals Office. If the IRS Appeals Office weoeuphold these reports, then New D&B could eitliey:accept and pay the IRS assessr
(2) challenge the assessment in U.S. Tax Cou(B)arhallenge the assessment in U.S. District Cawttie U.S. Court of Federal Claims, wk
in either case payment of the assessment woulddéred in connection with such challenge. Shoualdsuch payments be made by New
D&B, then pursuant to the terms of the 2000 Disttidn Agreement, Moody’s would have to pay to Ne&Bits 50% share. Moody’s
believes that the positions taken by the IRS inSheond Royalty Report and the Second Realloc&@port are inconsistent with each other.
Accordingly, while it is possible that the IRS cdulltimately prevail in whole or in part on onesafch positions, Moody’s believes that it is
unlikely that the IRS will prevail on both. Moodyéstimates that its share of the required payneetitet IRS for this matter could be up to

$2 million (including penalties and interest, ared of tax benefits).

Moody’s has reassessed its exposure for the Rolajtense Deductions matter taking into considematib) all of the original Examination
Reports discussed above (for which the Companysesbf the required payments to the IRS could b®$102 million, including penalties
and interest, and net of tax benefits); and (2)pidtential write-off of deferred tax assets (forigththe Company’s exposure could be up to
$9 million as discussed above). Based on this assad, during the third quarter of 2004 the Companseased its reserve for this matter by
$18.4 million to reflect the current estimate oblpable exposure.

Amortization Expense Deductic

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction. This transaction was entered int®®i7land could result in amortization expense dédlson the tax returns of Old D&B and
New D&B from 1997 through 2012. In the April Exaration Reports, the IRS stated its intention toltisathe amortization expen:
deductions related to this partnership that weaered by Old D&B on its 1997 and 1998 tax retuiew D&B disagrees with the position
taken by the IRS and can either: (1) accept andheyRS assessment; (2) challenge the assessmérs iTax Court; or (3) challenge the
assessment in U.S. District Court or the U.S. CofiRederal Claims, where in either case paymettieflisputed amount would be require:
connection with such challenge. IRS audits of O&B or New D&B’s tax returns for years subsequent to 1998 cosldtrin the issuance
similar Examination Reports, in which case New D&Buld also have the aforementioned three coursastadn. Should any such payments
be made by New D&B related to either the April Exaation Reports or any potential Examination Repéot future years, including years
subsequent to the separation of Moody’s from NewBD&en pursuant to the terms of the 2000 DistridsuAgreement, Moody’s would have
to pay to New D&B its 50% share. In addition, siiblew D&B discontinue claiming the amortization detions on future 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 50% offtitere tax benefits from this transaction in c&siMoody's at the Distribution Date.
Moody'’s estimates that the Company’s current pédgéakposure could be up to $94 million (includipgnalties and interest, and net of tax
benefits). This exposure could increase by apprateig $3 million to $6 million per year, dependiog actions that the IRS may take and on
whether New D&B continues claiming the amortizatt@ductions on its tax returns.

In the April Examination Reports, the IRS also exthits intention to disallow certain royalty expemteductions claimed by Old D&B on its
1997 and 1998 tax returns with respect to the pastnip transaction. In addition, the IRS statedhitsntion to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedpn the partnership tax returns for
1997 and 1998. New D&B disagrees with the posititaken by the IRS and can take any of the threeseswf action described in the second
paragraph. IRS audits of Old D&B’s or New D&B’s teeturns for years subsequent to 1998 could réstlite issuance of similar Examination
Reports for the subsequent years. Should any sayingnts be made by New D&B related to either thelAxamination Reports or any
potential Examination Reports for future yearsntparsuant to the terms of the 2000 Distributionefgnent, Moody’s would have to pay to
New D&B its 50% share of New D&'s payments to the IRS for the period from 199Dtigh the Distribution Date. Moody’s estimates flst
share of the potential exposure to the IRS couldfbe
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to $127 million (including penalties and interestd net of tax benefits). Moody’s also could begaikd for future interest payments on its
share of such liability.

New D&B had filed protests with the IRS Appeals i©dfregarding the April Examination Reports. In teepber 2004 the IRS Appeals Offi
remanded the case to the IRS examination officéufither development of the issues. New D&B hapesed discussion of the issues with the
examination office.

Moody'’s believes that the IRS’s proposed assesswdriax against Old D&B and the proposed realiooatof partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSubt ultimately prevail in whole or in part
on one of such positions, Moody’s believes tha iinlikely that the IRS will prevail on both.

Utilization of Capital Losses

The IRS has completed its review of the utilizatdfrcertain capital losses generated by Old D&Brapd 989 and 1990. On June 26, 2000, the
IRS, as part of its audit process, issued a foams¢ssment with respect to the utilization of tlvagatal losses.

On May 12, 2000, an amended tax return was file@lyD&B for the 1989 and 1990 tax years, whicHaeted $561.6 million of tax and
interest due. Old D&B paid the IRS approximatelyi$3 million of this amount on May 12, 2000; 50%sath payment was allocated to
Moody’s and had previously been accrued by the Compstfy Health informed Old D&B that it paid to the IRPproximately $212.3 millio
on May 17, 2000. The payments were made to thedREp further interest from accruing, and on 8eyiter 20, 2000, Old D&B filed a
petition for a refund in the U.S. District Court.

Pretrial proceedings on this matter have been ongand,in July 2004, New D&B and the IRS reachedsisbfar settlement of all outstand
issues related to this matter. Moody’s estimatasith share of the cost of this tentative settietmell be $12 million, reflecting anticipated
cash payments of $2 million and the write-off ofedeed tax assets of $10 million. The tentativélsetent will not be finalized until a formal
agreement is executed, which is expected to bagltine fourth quarter of 2004, and it is possihkg Moody’s share of the related cost could
differ from the Company’s current estimate.

Summary of Moody’s Exposure to Three Legacy Taxekat

The Company considers from time to time the rangepobability of potential outcomes related to ttmee legacy tax matters discussed a
and establishes reserves that it believes are ppat® in light of the relevant facts and circumsis. In doing so, Moody’s makes estimates
and judgments as to future events and conditiodsaaluates its estimates and judgments on an gdaisis.

In the third quarter of 2004, the Company recorplexvisions of approximately $19 million to increatereserves for the three legacy tax
matters, to reflect its current estimates of thebpble exposures on these matters. As a resdgmember 30, 2004, Moody’s total legacy tax
reserves were $131 million, representing approxéhga44 million of current liabilities (reflectinthe estimated cash payments related to the
Royalty Expense Deductions and Utilization of Calpitosses matters that are expected to be maddtmeext twelve months) and

$87 million of non-current liabilities.

It is possible that the legacy tax matters coulddselved in amounts that are greater than the atesaserved by the Company, which could
result in additional charges that may be mateoidloody’s future reported results, financial pasitiand cash flows. Although Moody’s does
not believe it is likely that the Company will uftately be required to pay the full amounts pregdiging sought by the IRS, potential future
outlays resulting from these matters could be ashmas $346 million and could increase with timelescribed above.
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9. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2004 2003 2004 2003
(in millions)

Net income $95.5 $85.¢  $302.t $278.¢
Other comprehensive (loss) inco— foreign currency translation adjustme 0.2 1.8 (0.6) 3.5
Other comprehensive lo— additional minimum pension liabilit (0.2 — (0.9 —
Total comprehensive incon $95.€ $87.2  $301.t $281.¢
| | | |

10. SEGMENT INFORMATION

The Company reports segment information in accaréavith SFAS No. 131, “Disclosures about SegmehsndEnterprise and Related
Information”. SFAS No. 131 defines operating segts@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.

Moody’s Investors Service consists of four ratimgups — structured finance, corporate finance rion 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 frogrstile of investor-oriented credit research, ppalty produced by the rating groups. Given
the dominance of Moody’s Investors Service to Mdadyverall 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 akecated to the Moody’s KMV segment.

The Moody’s KMV business consists of the combinasdibesses of KMV, acquired in April 2002, and MoadRisk Management Services.
Moody’'s KMV develops and distributes guantitativedit assessment services for banks and investargdit-sensitive assets, credit 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¢htion 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 anghitey information by geographic area,
each for the three and nine month periods endetk®dyer 30, 2004 and 2003, and total assets by segm®f September 30, 2004 and
December 31, 2003 (in millions). Certain prior yaarounts have been reclassified to conform to tineent presentation.
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Financial Information by Segment

Revenue

Operating, selling, general and

administrative expenst
Depreciation and amortizatic

Operating incomi

Three Months Ended September 30, 20C

Three Months Ended September 30, 20C

Interest and other non-operating

expense, ne

Income before provision for income

taxes
Provision for income taxe

Net income

Revenue

Operating, selling, gener
and administrative
expense:

Depreciation an
amortization

Operating incomi

Interest and other non-
operating expense, n

Income before provision
for income taxe:
Provision for income taxt

Net income

Moody's Moody's
Investors Moody's Investors Moody's
Service KMV Consolidated Service KMV Consolidated
$328.1 $29.¢ $357.¢ $277.: $27.7 $305.(
126.¢ 25.C 151.¢ 113.% 22.C 135.%
4.C 4.3 8.3 3.9 4.2 8.1
197.: 0.t 197.¢ 159.7 1t 161.2
(3.9 (7.9
194.: 153.¢
98.¢ 68.2
$ 95t $ 85.¢
| |

Nine Months Ended September 30, 2004

Nine Months Ended September 30, 2003

Moody’s Investors Service Revenue by Business Unit

Ratings revenue
Structured financ
Corporate financ

Financial institutions and sovereign ri

Public finance

Total ratings revenu
Research revent

Total Moody's Investors Servic

Moody's Moody's
Investors Moody's Investors Moody's
Service KMV Consolidated Service KMV Consolidated
$955.¢ $90.¢ $1,046." $817.2 $78.7 $895.¢
366.¢ 74.€ 441.7 321.¢ 63.5 385.1
12.5 12.¢ 25.2 11.4 12.4 23.¢
576.7 3.t 580.z 484.2 2.8 487.(
(14.9) (3.6)
565.: 483.¢
262.¢ 205.C
$ 302.t $278.¢
| |
Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
$142.¢ $110.1 $387.¢ $324.¢
72.2 69.4 226.¢ 202.4
50.1 44.¢ 154.¢ 134.¢
20.z 21.2 62.2 65.C
285.1 245.7 830.¢ 726.¢
43.C 31.¢ 124.¢ 90.4
$328.1 $277.2 $955.¢ $817.2



Revenue Information by Geographic Area

United State:
International

Total

Three Months Ended

Nine Months Ended

September 30, September 30,
2004 2003 2004 2003
$228.( $192.¢ $ 670.¢ $578.¢
129.¢ 112.¢ 375.¢ 317.%
$357.¢ $305.( $1,046." $895.¢
| | | |
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Total Assets by Segment

September 30, 200: December 31, 200:
Moody's Moody's
Investors  Moody's Investors  Moody's
Service KMV Consolidated Service KMV Consolidated
Total assets by segme $883.f  $250.t $1,134.( $673.C $268.¢ $941.¢
| | | | | |

11. INSURANCE RECOVERY

In February 2003, Moodg'received a $15.9 million insurance recovery eeldab the September 11th tragedy for incrementstkdacurred an
for lost profits due to the sharp decline in delarket activity in the weeks following the disastéioody’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 rmetvpusly been accrued as its realizability wassufticiently assured. As a result, in the first
guarter of 2003 Moody'’s recorded a gain of $13.Bioni, included in interest and other non-operatixgense, net in the condensed
consolidated statement of operations.

12. SUBSEQUENT EVENT

On October 26, 2004, the Board of Directors of@lmenpany approved a quarterly dividend of 7.5 cpetsshare of Moody’s common stock,
payable on December 10, 2004 to shareholders ofdext the close of business on November 20, 2004.
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ITEM 2. 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
condensed consolidated financial statements arasbéreto included elsewhere in this quarterlpmepn Form 10-Q.

Certain of the statements below are forward-lookitegements within the meaning of the Private SgesiLitigation 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 36.

The Company

Except where otherwise indicated, the terms “Moetlgnd the “Company” refer to Moody’s Corporatianddts 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 Irresservice 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 obiéges, structured finance securities and commepagker programs, as well as rating
opinions on issuers of credit obligations. It giedlishes investor-oriented credit research, inolyih-depth research on major issuers, indt
studies, special comments and credit opinion haokio

The Moody’s KMV business consists of the combinadibesses of KMV LLC and KMV Corporation (“KMV”),cauired in April 2002, and
Moody’s Risk Management Services. Moosl KMV develops and distributes quantitative cregisessment products and services for bank
investors in credit-sensitive assets, credit tragjréervices and credit process software.

Critical Accounting Estimates

Moody’s discussion and analysis of its financiahdition and results of operations are based oiCtmapany’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 esti® and judgments that affect reported amourasssts and liabilities and related
disclosures of contingent assets and liabilitiethatdates of the financial statements and revandeexpenses during the reporting periods.
These estimates are based on historical experamten other assumptions that are believed todsonable under the circumstances. On an
ongoing basis, Moody’s evaluates its estimatedudtiieg those related to revenue recognition, actoreceivable allowances, contingencies,
goodwill, pension and other post-retirement besefitd stock-based compensation. Actual resultsdiffey from these estimates under
different assumptions or conditions. Item 7, Mamaget’'s Discussion and Analysis of Financial Comditand Results of Operations, in the
Company’s annual report on Form 10-K for the yeatesl December 31, 2003, includes descriptions mksof the judgments that Moody’s
makes in applying its accounting estimates in tla@eas. Since the date of the annual report on BOH€ there have been no material char
to the Company’s critical accounting estimates.

Operating Segments

The Moody'’s Investors Service business consistewfrating groups — structured finance, corpofatance, financial institutions and
sovereign risk, and public finance — that generavenue 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 tregearch, principally produced by the
rating groups. Given the dominance of Moody’s Itees Service to Moody’s overall results, the Compdaoes not separately measure or
report corporate expenses, nor are they allocatdtet Company’s business segments. Accordinglgoafiorate expenses are included in
operating income of the Moody'’s Investors Serviegnent and none have been allocated to the Mod#dyié segment.

The Moody’s KMV business develops and distributearditative credit assessment products and serfocdsmnks and investors in credit-
sensitive assets, credit training services andtgpedcess software.

Certain prior year amounts have been reclassifiedhform to the current presentation.
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Results of Operations

Three Months Ended September 30, 2004 Compared Withhree Months Ended September 30, 2003
Total Company Results

Moody'’s revenue for the third quarter of 2004 wa5%9 million, an increase of $52.9 million or 1% 3rom $305.0 million for the third
guarter of 2003. Moody’s achieved strong revenwsvgr in several business sectors, including glsbraictured finance, global research, and
U.S. financial institutions.

Revenue in the United States was $228.0 milliortHerthird quarter of 2004, an increase of $35.ianior 18.5% from $192.4 million in

2003. Approximately 60% of the U.S growth was dnivsy structured finance, reflecting strong issuanadée residential mortgage backed
sector, particularly securitizations of home eqligns. Year-to-year revenue growth of approxinya®él million was achieved in research, and
the financial institutions business accounted fipraximately $5 million of growth.

Moody’s international revenue was $129.9 milliorthe third quarter, an increase of $17.3 milliorL6r4% over $112.6 million in the third
quarter of 2003. The Moody'’s Investors Service bess accounted for approximately $17 million ofryieayear international revenue growth.
International ratings revenue grew approximatel¥ 8illion versus the prior year, with approximat8y% related to Europe, primarily in
structured finance where issuance was up in masst atasses. This was partially offset by a dedfireuropean corporate finance revenue,
reflecting lower issuance volumes. Internationakgch revenue grew approximately $6 million frawa third quarter of 2003, with
approximately $5 million of that growth in Europgareign currency translation accounted for appraxaly $6 million of reported internatior
revenue growth.

Operating, selling, general and administrative esps were $151.8 million in the third quarter od20an increase of $16.1 million or 11.9%
from $135.7 million in the third quarter of 200301@pensation and benefits expense grew $11.6 mijiam-to-year, reflecting compensation
increases, increased staffing, and higher stockebasmpensation expense. Moody’s global staffingppiroximately 2,451 employees at
September 30, 2004 was 10% higher than at Septe30h@003, and reflected hiring in the speciasints that support Moody’s Enhanced
Analysis Initiative, in Moody'’s international ratis businesses, and at Moody’s KMV. Stock-based emsgttion expense increased $3.8
million year-to-year. As more fully discussed in@@ to the condensed consolidated financial statésnthe Company adopted the fair value
method provisions of Statement of Financial AccovnStandards No. 123 prospectively beginning oudey 1, 2003. The year-to-year
increase in expense reflects the phasing in ofresgoever the current four-year equity plan vesgiagod as annual equity grants are made as
well as the effect of a higher share price on #lee of the 2004 equity grants. In addition, fore@mirrency translation accounted for
approximately $3 million of the year-to-year expegsowth. Depreciation and amortization expense$8a3 million in the third quarter of
2004 compared with $8.1 million in the prior yearipd.

Third quarter operating income of $197.8 milliosedb36.6 million or 22.7% from $161.2 million ireteame period of 2003. Foreign currency
translation contributed approximately $2 milliondperating income growth in the quarter. Moody’si@ing margin for the third quarter of
2004 was 55.3% compared to 52.9% a year earlier.ifdrease in margin was the result of better-tngrected revenue growth.

Moody'’s reported $3.5 million of interest and othen-operating expense, net for the third quaft@004 compared with $7.4 million for the
same period of 2003. Interest expense was $5.&mih the third quarter of 2004 compared to $5ilfion in the third quarter of 2003,
principally related to Moody’s $300 million of pate placement debt. Interest income was $1.7 miltic¢he third quarter of 2004 compared to
$0.5 million in the third quarter of 2003. Moodyrs/ested cash increased substantially year-to-yearhe rate of interest was lower in 2004
than in 2003. Foreign exchange gains (losses) $&Zmillion in the third quarter of 2004 and ($Inillion in the third quarter of 2003.

Moody'’s effective tax rate was 50.8% in the thithger of 2004 compared to 44.4% in the same p#ar period. The tax rate for the third
quarter of 2004 reflected a charge of $18.4 millielated to legacy income tax exposures, whicheimsed the effective rate in the quarter by
approximately 950 basis points. The third quar@3rate included the impact of an adjustmentfiecea change in New York tax law that
was retroactive to January 1, 2003, which incre@iseeffective rate by 230 basis points in thequkri
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Net income was $95.5 million for the third qua@2004, an increase of $9.9 million or 11.6% fr§85.6 million for the same period of 20!
Basic and diluted earnings per share for the thirarter of 2004 were $0.65 and $0.63, respectivelypared to basic and diluted earnings per
share of $0.57 and $0.56, respectively, for thelthuarter of 2003.

Segment Results
Moody’s Investors Service

Revenue at Moody’s Investors Service for the thjudrter of 2004 was $328.1 million, up $50.8 millior 18.3% from $277.3 million in the
third quarter of 2003. Ratings revenue accounte&30.4 million of growth with approximately $32 ltton from structured finance. Research
contributed $11.4 million of year-to-year growtharEign currency translation accounted for approxatys56 million of reported revenue
growth and price increases also contributed to-y@gear growth.

Structured finance revenue was $142.6 million fier third quarter of 2004, an increase of $32.5iomlbr 29.5% from $110.1 million in the
same period of 2003. Approximately $22 million bétincrease was in the U.S., with the resident@itgage and home equity sectors
contributing nearly $13 million of this amount. Leadjustable-rate mortgages drove growth in mortgaedmancings and continued strengtt
the housing market supported exceptionally strasignaes in home equity lending. The U.S. commemmiaitgage backed sector contributed
nearly $5 million of growth on strong issuance vo& Revenue from rating U.S. collateralized delligations rose about $4 million year to
year, as narrowing liability spreads created affable issuance environment. International structdireance revenue grew approximat

$11 million year-to-year, chiefly due to growthkurope. The collateralized debt obligation and camial mortgage backed sectors were the
largest contributors to European growth due tonaneiased number of transactions and growth in rong fees. Foreign currency translation
also contributed to growth in international struetlifinance revenue.

Corporate finance revenue was $72.2 million fortttied quarter of 2004, up $2.8 million or 4.0%rfr$69.4 million in the third quarter of
2003. Revenue grew approximately $3 million in theted States, as the impact of weak corporate idsbaince activity was more than offset
by strong growth in revenue from syndicated bamnloatings (driven primarily by increased issuararg) other areas not related to public
issuance. The number of investment grade issueib.S. declined 15% versus the prior year ant figld issuance declined over 20%.
Rising corporate profitability, which reduces theed for corporations to fund business investmetit debt, and a low stock of debt to be
refinanced, have contributed to a weak issuance@mient in the U.S. International corporate firaneported modestly lower revenue versus
the same quarter 2003, principally reflecting alidedn Europe. European corporate issuance voluteekned over 40% versus the robust
prior year period, as improved profitability redddée need to borrow externally, and drivers afidsge such as merger and acquisition ac
remained low. This was partially offset by growthrévenue not related to public debt issuance piiyrfaequent issuer annual fees. Price
increases also contributed to year-to-year growtjiobal corporate finance revenue.

Revenue in the financial institutions and sovereigk group was $50.1 million for the third quartér2004, an increase of $5.3 million or
11.8% from $44.8 million in the third quarter of®0 In the U.S., revenue grew approximately $5iamill principally reflecting strong issuance
in the banking and real estate sector, as narrepreads encouraged refinancings. Internationalemue was flat compared to the prior year
period. In Europe, growth in the banking sector ttueew relationships was largely offset by theef$ of lower issuance in the insurance
sector. Price increases also contributed to yege#w growth in global financial institutions rewen

Public finance revenue was $20.2 million for thiedtgquarter of 2004, a decline of $1.2 million 06% from $21.4 million for the same period
in 2003. Dollar issuance in the municipal bond neadeclined approximately 9% versus the same p&ni@003, reflecting reduced borrowing
needs as a result of improved tax receipts. Refings represented 35% of total dollar issuancherthird quarter of 2004, versus 38% in the
same period of 2003.

Research revenue of $43.0 million for the thirdregraof 2004 was $11.4 million or 36.1% higher ttilae $31.6 million reported in the third
quarter of 2003. Revenue grew by approximately #omin the U.S. and approximately $5 million Burope. The strong performance
reflected growth in licensing of Moody’s informatido financial customers for internal use and tteithistion, sales of new products to existing
clients and new clients. Foreign currency transfatind pricing increases also contributed to yegrefr growth in reported revenue.

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpogapenses, were $126.8 million for the
third quarter of 2004, an increase of $13.1 millwrl1.5% from $113.7 million in the third quart#r2003. Compensation and benefits exp
accounted for $9.3 million of expense growth. Thengh also reflected compensation increases affiingta
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growth in many areas, including the specialist tetimat support Moody’s Enhanced Analysis Initiatidereign currency translation
contributed approximately $3 million to year-to-ygmowth in reported expenses. Depreciation andrration expense was $4.0 million in
the third quarter of 2004 versus $3.9 million ie third quarter of 2003.

Moody'’s Investors Service operating income of $897illion for the third quarter of 2004 was up $illion or 23.5% from $159.7 million
in the third quarter of 2003. Foreign currency $lation contributed approximately $3 million to yéa-year growth in operating income.

Moody’'s KMV

Moody’s KMV revenue of $29.8 million for the thiguarter of 2004 was up $2.1 million or 7.6% fron¥ $2million for the same period in
2003. MKMV’s global revenue growth reflected doubigit percent growth in subscriptions for its dtegsk assessment products, including
CreditEdge™, RiskCalc™ and Portfolio Manager™. Thés partially offset by a decline in revenue froradit process software, where
growth was negatively impacted by sales that clasede second quarter of 2004 but had been expéttihe second half of the year. By
geography, revenue growth was approximately spénly between the U.S. and international.

MKMV'’s operating, selling, general and administvatexpenses were $25.0 million for the third quasfe2004, an increase of $3.0 million or
13.6% from $22.0 million in the third quarter of®0 The year-to-year increase primarily reflectesingh of $2.3 million in compensation and
related expenses. This reflected increased staffisgpport the continued growth of the businegprBeiation and amortization expense was
$4.3 million in the third quarter of 2004 versusZ#illion in the third quarter of 2003. MKMV opéitag income was $0.5 million in the third
quarter of 2004 versus $1.5 million in the prioaygeriod.

Nine Months Ended September 30, 2004 Compared WitRine Months Ended September 30, 2003
Total Company Results

Moody'’s revenue for the first nine months of 2004 wa®44.7 million, an increase of $150.8 million or 8% from $895.9 million for the fir
nine months of 2003. Moody'’s achieved strong reeegnowth in a number of business sectors.

Revenue in the United States was $670.9 milliortHerfirst nine months of 2004, an increase of $92illion or 16.0% from $578.6 million fi
the first nine months of 2003. Approximately $42liom of this was due to structured finance growtfith the U.S residential mortgage backed
sector the largest contributor. In addition, ov&v¥ $nillion of Moody’s U.S. growth was contributeg borporate finance, primarily reflecting
strong activity in the ratings of bank credit féta#s. The financial institutions and research basses also contributed to Moody’s strong
growth in the United States.

Moody’s international revenue was $375.8 milliorthe first nine months of 2004, an increase of $58illion or 18.4% over $317.3 million in
the first nine months of 2003. Ratings revenue gapproximately $35 million, with about $21 milliari that growth coming from structured
finance. Europe contributed approximately 75% efghowth in international structured finance. Reseaevenue growth of approximately
$18 million was primarily in Europe. Internatior@rporate finance and financial institutions cdnited to growth as well. In addition, foreign
currency translation accounted for approximately #illion of reported international revenue growth.

Operating, selling, general and administrative espe were $441.2 million in the first nine month2@04, an increase of $56.1 million or
14.6% from $385.1 million in the first nine monthis2003. Compensation and benefits expense grev@$dilion year-to-year, reflecting
compensation increases, increased staffing, afehgfock-based compensation expense. Moody’s Igétdoffing of approximately 2,396 at
September 30, 2004 was 9% higher than at Septe®dh@003 and reflected hiring in the specialisttedhat support Moody’s Enhanced
Analysis Initiative, in Moody'’s international rafls businesses, and at Moody’s KMV. Stock-based emsgtion expense increased

$11.2 million year-to-year. As more fully discussrecdhote 2 to the condensed consolidated finarstéements, the Company adopted the fair
value method provisions of Statement of Financied@unting Standards No. 123 prospectively beginnimganuary 1, 2003. The year-to-year
increase in expense reflects the phasing in ofresgoever the current four-year equity plan vesgiagod as annual equity grants are made as
well as the effect of a higher share price on #lee of the 2004 equity grants. In addition, fore@mirrency translation contributed
approximately $12 million to year-to-year expensangh. Depreciation and amortization expense was3aillion and $23.8 million in the
first nine months of 2004 and 2003, respectively.

Operating income of $580.2 million for the firshrimonths of 2004 rose $93.2 million or 19.1% fi®87.0 million in the same period of
2003. Foreign currency translation contributed appnately $3 million to operating income growth. btty’s operating
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margin for the first nine months of 2004 was 55.d8mpared to 54.4% a year earlier. The increaseairgim was the result of better-than-
expected revenue growth.

Moody'’s reported $14.9 million of interest and athen-operating expense, net for the first nine month808#4 compared with $3.6 million 1
the same period of 2003. The 2003 amount includgairaof $13.6 million on an insurance recoverated to the September 11th tragedy, as
discussed in note 11 to the condensed consolidiaigukcial statements. Interest expense was $1l@mior the first nine months of 2004
compared to $17.7 million in the 2003 period. Theants in both periods included $17.1 million dkirest expense on Moody’s $300 million
of private placement debt. Interest income was $8l8on in the first nine months of 2004 compateds1.0 million in the first nine months of
2003. Moody'’s invested cash increased substantially-to-year, but the rate of interest was lowme2004 than in 2003. Foreign exchange
(losses) gains were ($0.3) million in the firsteimonths 2004 and $0.2 million in the first ninentis of 2003.

Moody'’s effective tax rate was 46.5% for the fingie months of 2004 compared to 42.4% in the sagmieg of 2003. The 2004 effective tax
rate included charges aggregating approximatelyrilibon for increases in reserves related to lggacome tax exposures that were assumed
by Moody’s in connection with its separation frohelDun & Bradstreet Corporation in October 200@ (Sentingencies — Legacy Tax
Matters, below). These charges increased the eféetetx rate in the quarter by approximately 508idpoints.

Net income was $302.5 million for the first nine miws of 2004, an increase of $24.1 million or 8f7étn $278.4 million for the same peri

of 2003. Basic and diluted earnings per sharehfefitst nine months of 2004 were $2.04 and $2@&&pectively, compared to basic and dilt
earnings per share of $1.87 and $1.83, respectifaglyhe first nine months of 2003. Moody’s netéme and earnings per share in the first
nine months of 2004 included the impact of the éggax provisions of approximately $28 million, atté 2003 results included the impact of
the $13.6 million gain on the insurance recovepthlas discussed above.

Segment Results
Moody’s Investors Service

Moody'’s Investors Service revenue for the firstenmonths of 2004 was $955.8 million, up $138.6iomillor 17.0% from $817.2 million in the
first nine months of 2003. Good growth was achieeal number of ratings sectors as well as in mee&oreign currency translation
contributed approximately $15 million to reportesenue growth. Price increases also contributg@ao-to-year growth in reported revenue.

Structured finance revenue was $387.4 million fer first nine months of 2004, an increase of $&3l6on or 19.3% from $324.8 million in
the same period of 2003. Approximately $42 milladrthis increase was in the United States, primatile to the residential mortgage backed
sector, which contributed approximately $28 millimirevenue growth. In this sector, low intereseseand a strong housing market drove
strong growth in mortgage lending and home eqoigns and related securitizations. Good growth wsasachieved in U.S. revenue from
ratings of collateralized debt obligations where tount of issues was up approximately 16% vetsiptior year period. International
structured finance revenue grew approximately $#tlom, with about 75% of the growth attributabte Europe. In Europe, growth was
achieved in several asset class sectors. Forerganay translation and price increases also cant&thto year-to-year growth in global
structured finance revenue.

Corporate finance revenue was $226.9 million infits¢ nine months of 2004, up $24.5 million or 1% from $202.4 million in the first nine
months of 2003. Revenue grew by approximately $ilfomin the United States, reflecting strong gtbvin ratings of syndicated bank loans
and from other areas not related to public debtisse. Price increases also contributed to revgraveth in this sector. These positive impacts
were partially offset by the effects of a year-&aydecline in issuance of investment grade artd yigJd securities in the U.S. markets.
International corporate finance revenue grew agprately $7 million, primarily reflecting higher isance volumes in Asia outside of Japan
and Australia. Foreign currency translation andeincreases also contributed to year-to-year drawglobal corporate finance revenue.

Revenue in the financial institutions and sovereigk group was $154.4 million for the first ninenihs of 2004, an increase of $19.8 million
or 14.7% from $134.6 million in the first nine mbatof 2003. In the U.S., revenue grew $13 milli@aryto-year, principally reflecting
refinancings in the real estate and insurance seaoupled with strong issuance in the U.S. bankirctor as spreads tightened. Revenue from
outside the U.S. grew $7 million over the prior ygaimarily in Europe. European growth reflecteddest issuance volumes and good growth
in fees, primarily frequent issuer based annual.fPeice increases also contributed to global firdnnstitutions revenue growth over the prior
year period
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Public finance revenue was $62.2 million for thstfhine months of 2004, a decrease of $2.8 milinA.3% from $65.0 million for the same
period in 2003. Dollar issuance in the municipahtbonarket declined 8% versus the same period i8,2@8lecting higher borrowing costs, a
reduced pool of debt that can be refunded and estlbhorrowing needs due to strengthened tax receipts

Research revenue of $124.9 million for the firstenmonths of 2004 was $34.5 million or 38.2% highan the $90.4 million reported in the
same period of 2003. Revenue grew by approxim&eRmillion in the U.S. and nearly $14 million imBpe. The strong performance
reflected growth in licensing of Moody'’s informatido financial customers for internal use and iteithistion, sales of new products to existing
clients and new clients. Foreign currency transfatlso contributed to year-to-year growth in régdrevenue.

Moody’s Investors Service operating, selling, gahand administrative expenses, including corpogagenses, were $366.6 million for the
first nine months of 2004, an increase of $45.0ionilor 14.0% from $321.6 million for the first rmonths of 2003. Compensation and
benefits expense accounted for $34.8 million ofezrge growth. The growth also reflected compensaticneases and staffing growth in many
areas, including the specialist teams that sug@oddy’s Enhanced Analysis Initiative. Foreign cunrg translation contributed approximately
$10 million to year-to-year growth in reported expes. Depreciation and amortization expense wa$ $iiflion in the first nine months of
2004 versus $11.4 million in the same period 0f200

Moody'’s Investors Service operating income of $37#6illion for the first nine months of 2004 was $2.5 million or 19.1% from
$484.2 million for the first nine months of 2003r€ign currency translation contributed approxirya$d million to the year-to-year growth in
operating income.

Moody’s KMV

Moody’s KMV revenue of $90.9 million for the first nineomths of 2004 was up $12.2 million or 15.5% fron8 $7million for the same peric
in 2003. Revenue grew by approximately $6 milliortie U.S and approximately $4 million in Europ®ofit $10 million of MKMV'’s global
revenue growth was related to subscriptions focrigslit risk assessment products, including CreftjeE™, RiskCalc™ and Portfolio
Manager™ representing strong high teens revenugtigr&ales of MKMV's credit decisioning softwarecacnted for over $2 million of
revenue growth.

MKMV'’s operating, selling, general and administvatexpenses were $74.6 million for the first ninenths of 2004, an increase of

$11.1 million or 17.5% from $63.5 million for thest nine months of 2003. The yearytear increase primarily reflected growth of $9.1liomn
in compensation and related expenses. This refldtther staffing to support the continued growitthe business. Depreciation and
amortization expense was $12.8 million in the firiste months of 2004 versus $12.4 million in thesgeriod in 2003. MKMV operating
income was $3.5 million for the first nine montH2604 compared with $2.8 million for the 2003 peki Foreign currency translation had a
negative impact of $1 million on year-to-year grbwi operating income.

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operationd aapital expenditures through cash flow from afiens. Net cash provided by operating
activities was $378.3 million and $332.0 milliorr the nine months ended September 30, 2004 and 28§=ctively.

Moody’s net cash provided by operating activitiesthe first nine months of 2004 was $46.3 milllkdgher than the 2003 period. Contributing
to this growth was the increase in net income df. $2nillion, higher cash tax benefits from the &gz of stock options of $13.5 million and
increase in legacy tax provisions of approximad@.4 million. Decreases in cash from operating/éigts were primarily due to higher
income tax payments of approximately $25 millioreda timing, a smaller increase in receivablesiff2compared to 2003 of approximately
$14.8 million and an increase in other current@ssethe amount of $8.6 million primarily due teetamount collectible from New D & B.
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Net cash used in investing activities was $18.0ianilfor the nine months ended September 30, 200dpared with $11.6 million for the sar
period of 2003. In each period, this spending nyaielated to the purchase of property and equipraedtthe capitalization of development
costs for MKMV's software products. The aggregatersling for these two categories was $14.5 miiliothe first nine months of 2004 and
$12.7 million in the 2003 period. Cash paid fomequired in investments in affiliates accountedtfier remainder of each period’s amount.

Net cash used in financing activities was $178onifor the nine months ended September 30, 2@fdpared to $184.3 million for the ni
months ended September 30, 2003. Significant yegear variances included higher spending in 2@04dpurchases of the Company’s stock
($221.3 million in the first nine months of 2004rses $114.5 million in the same period of 2003}tipky offset by higher proceeds from stc
plans ($76.8 million in 2004 versus $58.3 million2003). In addition, the Company made net repaysnainbank borrowings of $107.1 milli

in the first nine months of 2003 versus no sucdjpg in the 2004 period. Dividends paid in thetfinine months of 2004 and 2003 were
$33.4 million and $20.1 million, respectively. Tinerease in 2004 reflects a dividend of $0.075gb@re in 2004 versus $0.045 per share in
2003.

Future Cash Requirements

Moody’s currently expects to fund expenditures as wdibasdity needs created by changes in working dfiiom internally generated func
The Company believes that it has the financialuesss needed to meet its cash requirements forekietwelve months and expects to have
positive operating cash flow for fiscal year 2004sh requirements for periods beyond the next swedenths will depend among other things
on the Company’s profitability and its ability toamage working capital requirements.

The Company currently intends to use the majoffitysonet cash provided by operating activitiesdatinue its share repurchase program. The
Company also currently intends to use a portioitsadash to pay a quarterly dividend, which the f8aaf Directors raised from $0.045 per
share to $0.075 per share in December 2003. Thiehoed payment of dividends at this rate, or atiglsubject to the discretion of the Boart
Directors.

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 alsechéred to make future cash outlays, includingrdu2004, to pay to New D&B its share
of potential liabilities related to the legacy &xd legal contingencies that are discussed irMaisagement’s Discussion and Analysis of
Financial Condition and Results of Operations uri@entingencies”. These potential cash outlays ¢dnd material and might affect liquidity
requirements and they could cause the Companyrsuewadditional financing. There can be no asserémat financing to meet cash
requirements will be available in amounts or omteacceptable to the Company, if at all.

Indebtedness

At September 30, 2004 and 2003, the Company hadamaing long-term financing of $300 million ands®Imillion of bank revolving credit
facilities with no borrowings outstanding.

The $300 million of long-term financing was securedonnection with the 2000 Distribution, as ttexin is defined in note 1 to the condensed
consolidated financial statements. In connectiath wie 2000 Distribution, Moody’s was allocated $Bmillion of debt at September 30,
2000. Moody’s funded this debt with borrowings undé160 million unsecured bank revolving creddiifey and a bank bridge line of credit.
On October 3, 2000, the Company issued $300 mibiomotes payable (the “Notes”) in a private plaeein The cash proceeds from the Notes
were used in part to repay the outstanding balandée revolving credit facility and to repay thiédige 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 ortjzd the Notes in advance

of their maturity, (the “prepaid principal”), suphepayment will be subject to a penalty calculdtasled on the excess, if any, of the discounted
value of the remaining scheduled payments, as eldfimthe agreement, over the prepaid principal.

On September 1, 2004, Moody’s entered into a figarysenior, unsecured revolving credit facilitye(tfracility”) in an aggregate principal
amount of $160 million that expires in Septembed20T his replaced the $80 million 5-year faciliat was scheduled to expire in
September 2005 and the $80 million 364-day faciligt expired in September 2004. Interest on bdrrgsvunder the Facility is payable at
rates that are based on the London InterBank QffRwege (“LIBOR”) plus a premium that can range frithbasis points to 47.5 basis points
depending on the Company’s ratio of total indebésdrio earnings before interest, taxes, depreciatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. Ait&maber 30, 2004, such premium was 17 basis pdihtss Company also pays quarterly
facility fees, regardless of borrowing activity wmdhe Facility. The quarterly fees for the Fagittn range from 8 basis points of the Facility
amount to 15 basis points, depending on the Comg&arnings Coverage
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Ratio, and were 8 basis points at September 30}.200der the Facility, the Company also pays azatilon fee of 12.5 basis points on
borrowings outstanding when the aggregate amoustanding under the Facility exceeds 50% of théliBadnterest paid under Moody’s
previous revolving credit facilities for the nineonths ended September 30, 2003 was $0.6 millioniniéoest was paid under the Company’s
facilities for the three months ended Septembe@B803 or the three and nine month periods endeteBdyer 30, 2004 as no borrowings were
outstanding during those periods. Management magider pursuing additional long-term financing whieis appropriate in light of cash
requirements for share repurchase and other sicaipgortunities, which would result in higher fir@ng costs.

The Notes and the Facility (the “Agreements”) cantzovenants that, among other things, restricethibty of the Company and its
subsidiaries, without the approval of the lender€ngage in mergers, consolidations, asset sed@sactions with affiliates and sale-leaseback
transactions or to incur liens, as defined in #lated agreements. The Agreements also containdiglacovenants that, among other things,
require the Company to maintain an interest coverago, as defined in the related agreementsobless than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the related agreementsotofnore than 4 to 1 at the end of any fiscal
guarter. At September 30, 2004, the Company wasrmpliance with such covenants. Upon the occurrehcertain financial or economic
events, significant corporate events or certaieo#ivents constituting an event of default underAreements, all loans outstanding under the
Agreements (including accrued interest and feealplaythereunder) may be declared immediately ddepagable and all commitments under
the Agreements may be terminated. In additionagedther events of default under the Agreementsdvautomatically result in amounts due
becoming immediately due and payable and all comanits being terminated.

Off-Balance Sheet Arrangements

At September 30, 2004 Moody’s did not have anytieiahips with unconsolidated entities or finangialtnerships, such as entities often
referred to as special purpose or variable intexesties, which would have been established ferphrpose of facilitating off-balance sheet
arrangements or other contractually narrow or kahipurposes. As such, Moody’s is not exposed tdiaayncing, liquidity, market or credit
risk that could arise if it had engaged in suchtiehships.

Contractual Obligations

As of September 30, 2004, there have not been agrial changes in Moody’s contractual obligatiaagresented in its annual report on
Form 10-K for the year ended December 31, 2003.

Dividends

On October 26, 2004, the Board of Directors ofGmenpany approved a quarterly dividend of 7.5 cpetsshare of Moody’s common stock,
payable on December 10, 2004 to shareholders ofdext the close of business on November 20, 2004.

Outlook

Moody’s outlook for the full year 2004 is basedassumptions about many macroeconomic and capitdetntactors, including interest rates,
consumer spending, corporate profitability and hess investment spending and capital markets issuativity. There is an important degree
of uncertainty surrounding these assumptions dradtial conditions differ from these assumptidviepdy’s results for the year may differ
from the outlook presented below.

The Company expects revenue in the fourth quastesftect a resumption of many of the macroeconamit capital markets conditions that
Moody’s saw at the beginning of the third quarted & be generally the same as revenue in the dgiadter. The Company expects that
residential mortgage and home equity securitizatioitl decline versus the third quarter level, effsng seasonal increases in asset-backed
securities and credit derivatives. Moody'’s alsoextp that the third quarter declines that occuimetle 10-year treasury rate, off which many
debt securities are priced, will begin to reversthe fourth quarter. And the Company anticipatether weakness in public finance issuance
and a seasonally strong fourth quarter at MKMV. Sistent with Moody’s expense pattern in 2003, tbenany expects increases in fourth
quarter expenses over third quarter levels. Aréaot@ntial increased spending in the fourth quartelude improving technology
infrastructure and administrative systems, offiglecation and expansion, Sarbanes-Oxley complianaeketing programs, and a grant to the
Moody’s Foundation. Moody’s outlook for the full3e2004 reflects these expectations for the fogutrter.

In the U.S., the Company expects low doutliigit percent revenue growth for the ratings armaech business for the full year 2004. While
Federal Reserve has increased its target intextesthree times since June 30th, the yield on HD-eS. treasuries has
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fallen. Moody'’s benefited from stronger-than-execissuance in the third quarter, in part as atre$this decline, but the Company expects
that the 10-year rate will resume rising as hadioed earlier in the year. Moody’s expects thahbigborrowing costs, combined with
sufficient profits from current production to reduthe need for corporations to fund business invest with debt, will result in a continuing
weakness in U.S. investment grade corporate issuant¢he remainder of the year. The Company beieggsuance in the high yield bond
market for the remainder of 2004 will likely coriimits downward trend from the very strong levélthe second half of 2003 and the first half
of 2004, though this may be partly offset by couitig strong activity in the leveraged loan sectfahat market. For the full year 2004,
Moody’s expects moderate growth in U.S. corporatarfce and good growth in financial institutionsereue versus 2003, including the
benefits of new products, particularly our Enhandedlysis Initiative.

In the U.S. structured finance market, revenue fratimg residential mortgage and home equity séearhas been stronger than last year and
much stronger than the Company anticipated atttreaf this year, driven by persistently low irget rates and the strength of real estate
prices. For the full year 2004 Moody’s now expeetgenue from rating residential mortgage-backedritses, including home equity loans, to
grow approximately 40% compared with 2003. The Canypexpects 2004 revenue from rating asset-ba@d@ditizations, including credit
card and vehicle transactions, to decline sligbtignpared to 2003. Asset-backed commercial paperdloontinue to show flat to modestly
negative revenue growth, but Moody’s expects gaowvth in commercial mortgage-backed securities@edit derivatives. Accordingly, for
the full year the Company expects mid-teens penem@nue growth in U.S. structured finance.

Moody’s continues to expect a year-to-year revateaine in U.S. public finance, and is forecastiogtinued strong growth in the U.S.
research business.

Outside the U.S. the Company continues to expegtsingle-digit percent revenue growth in the corellicorporate and financial institutions
ratings businesses. Moody'’s is also projecting te&hs percent year-over-year revenue growth ferrational structured finance ratings,
primarily due to strong growth in European and daga residential and commercial mortgage-backadites, European asset-backed
commercial paper, and Japanese asset-backed m=curite Company expects strong growth in inteomati research revenue to continue.
These expectations, which include favorable for@igmency impacts, should produce mid-teens peregings and research revenue growth in
Europe, and mid to high teens percent revenue growdther international regions in 2004.

Finally, Moody’s continues to expect low teens pataevenue growth at Moody’s KMV on a global ba3isis expectation is lower than
MKMV’ s growth rate in the first half of 2004 due to @astthat include earlier than expected sales aficpeocess software and longer proc
development and sales cycles than anticipateddiar more complex risk analytics products.

For Moody’s overall, Moody’s now expects low tegrescent revenue growth for the full year, up frdma high single-digit growth expectation
at the end of the second quarter. The Company &xpee operating margin, including the effect aicktbased compensation expense, to be
slightly higher than 2003. This reflects the unestpdly robust revenue growth that the Company bas i several of its businesses this year,
partially offset by investments Moody’s is making.

For 2004, Moody’s expects year-owazar growth in diluted earnings per share to baénlow double digit percent range. This expectevth
includes the impacts of the insurance gain in 2€8@3)egacy tax provisions in 2003 and for thet fiise months of 2004, and stock-based
compensation expense in both years. Stock-basedermation expense is expected to be in the rang26omillion pretax in 2004, equivaler
to $0.10 — $0.11 per diluted share, compared to8dllion, or $0.04 per diluted share, in 2003eTdutlook does not include potential
additional legacy tax provisions that may be reeplir

Contingencies

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by M@ dyanagement periodically assesses the Compéiapitities and contingencies in
connection with these matters, based upon the iafesmation available. For those matters wheereghobable amount of loss can be
reasonably estimated, the Company believes itdmwded appropriate reserves in the consolidatesh¢ial statements and periodically adji
these reserves as appropriate. In other instabheeapse of the uncertainties related to both tblegiie outcome and amount or range of loss,
management is unable to make a reasonable estifnatébility, if any. As additional informationdzomes available, the Company adjusts its
assessments and estimates of such liabilities dicyy.
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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.

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 commitmdrage assumed varying degrees of responsibilitly meispect to such matters.

In November 1996, The Dun & Bradstreet Corporatfonugh a spin-off separated into three separaiégpcompanies: The Dun & Bradstreet
Corporation, ACNielsen Corporation (“ACNielsen”)da@ognizant Corporation (“Cognizant”) (the “1996sBibution”). Under the terms of tt
distribution agreement relating to the 1996 Disttibn, each party thereto is prohibited from dimiting to its stockholders any business that
had been allocated to it in connection with theGLB®stribution, unless the distributed businessveet an undertaking agreeing to be jointly
and severally liable to the other parties underl®@6 distribution agreement for the liabilitiestbé distributing parent company under the
1996 distribution agreement.

In June 1998, The Dun & Bradstreet Corporationujfoa spin-off separated into two separate pulblitganies: 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 Incorfeatd“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 to the condensed cafeted financial statements.

Information Resources, Inc.

The following is a description of an antitrust latdiled in 1996 by Information Resources, IndR1"). As more fully described below, VNU
N.V., a publicly traded Dutch company, and its Ws@bsidiaries, VNU, Inc., ACNielsen Corporati“‘ACNielsen”), AC Nielsen (US), Inc.
(“ACN (US)"), and Nielsen Media Research, Inc. (“®¥) (collectively, the “VNU Parties”), have assumextlusive joint and several liability
for any judgment or settlement of this antitrustsait. As a result of the indemnity obligation, Miys does not have any exposure to a
judgment or settlement of this lawsuit unless ti\Parties default on their obligations. Howevarthie event of such a default, contrac
commitments undertaken by Moody’s in connectiorhwiirious corporate reorganizations since 1996 aveduire the Company to bear a
portion of any amount not paid by the VNU Parties.

In July 1996, IRI filed a complaint, subsequenttyeanded in 1997, in the U.S. District Court for 8@uthern District of New York, naming as
defendants the corporation then known as The Dira&lstreet Corporation, A.C. Nielsen Company (as&liary of ACNielsen) and IMS
International, Inc. (a subsidiary of the compamgrnttknown as Cognizant). At the time of the filifglee complaint, each of the other
defendants was a subsidiary of The Dun & Bradstteeporation.

The amended complaint alleges various violationdmifed States antitrust laws under Sections 12aofithe Sherman Act. The amended
complaint also alleges a claim of tortious intezfeze with a contract and a claim of tortious irgexfice with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleged SRG violated an
alleged agreement with IRI when it agreed to beumed by defendants and that defendants induced t6R@ach that agreement.

IRI's antitrust claims allege that defendants depetl and implemented a plan to undermine IRI'stghiih compete within the United States
and foreign markets in North America, Latin Ameriéaia, Europe and Australia/New Zealand througler@es of anti-competitive practices,
including: unlawfully tying/bundling services inghmarkets in which defendants allegedly had monopolWer with services in markets in
which ACNielsen competed with IRI; entering intaclsionary contracts with retailers in certain cioi@s to deny IRI's access to sales data
necessary to provide retail tracking services artificially raise the cost of that data; predstpricing; acquiring foreign market competitors
with the intent of impeding IRI's efforts to expardisparaging IRI to financial analysts and clietsd denying IRl access to capital necessary
for it to compete.

IRI's amended complaint originally alleged damaiyesxcess of $350 million, which IRI asked to bebted under antitrust laws. IRI has since
revised its allegation of damages to exceed $6H®miwhich IRI also asked to be trebled. IRI Hied with the court the
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report of its expert who has opined that IR| sidtedamages of between $581.6 million and $651.lfomifrom the defendants’ alleged
practices. IRI also sought punitive damages inrespacified amount.

In April 2003, the court denied a motion for pdriammary judgment by defendants that sought tmidis certain of IRI's claims and granted
in part a motion by IRI seeking reconsideratiort®ftain summary judgment rulings the Court had ipresty made in favor of defendants. The
motion granted by the Court concerns IRI's clairhsuries from defendants’ alleged conduct in agrtforeign markets.

Pursuant to a scheduling order entered by the @ouktpril 8, 2004, discovery ended on November@Q4£ and trial is scheduled to begin on
April 18, 2005.

On June 21, 2004, pursuant to a stipulation betwleeand defendants, the Court ordered that cedflRI’s claims be dismissed with
prejudice from the lawsuit, including the claimsaittldefendants tortiously interfered with the SR@uasition. The Company believes that the
dismissal of the tortious interference claims gisecludes any claim for punitive damages.

In connection with the 1996 Distribution, NMR (thlemown as Cognizant Corporation), ACNielsen and ixdley (then known as The Dun &
Bradstreet Corporation) entered into an Indemnity doint Defense Agreement (the “Original Indemaityl Joint Defense Agreement”),
pursuant to which they agreed to:

« allocate potential liabilities that may relate anise out of or result from the IRI lawsu” IRI Liabilities”); and

¢ conduct a joint defense of such acti
In particular, the Original Indemnity and Joint Be$e Agreement provided that:

« ACNielsen would assume exclusive liability forl IHabilities up to a maximum amount to be calcathait such time as such liabilities
became payable as a result of a final non-appeajabgment or any settlement permitted under thgial Indemnity and Joint
Defense Agreement (tI* ACN Maximum Amoun”); and

» Donnelley and NMR would share liability equally fany amounts in excess of the ACN Maximum Amo

The Original Indemnity and Joint Defense Agreenasb provided that if it becomes necessary to aogtbond pending an appeal of an
adverse judgment, then NMR and Donnelley shallinlitee bond required for the appeal, and each ghagll50% of the costs of such bond, if
any, which cost will be added to IRI Liabilities.

In 2001, ACNielsen was acquired by VNU N.V., whasumed ACNielsen’s obligations under the Origindemnity and Joint Defense
Agreement. Pursuant to the Original Indemnity asidtIDefense Agreement, VNU N.V. was to be includéth ACNielsen for purposes of
determining the ACN Maximum Amount.

In connection with the 1998 Distribution, Old D&B&Donnelley (then known as The Dun & Bradstreatp@ration) entered into an
agreement (the “1998 Distribution Agreement”) whgr®©Ild D&B assumed all potential liabilities of Dalley arising from the IRI action and
agreed to indemnify Donnelley in connection witlelspotential liabilities. Under the terms of théd@Mistribution, New D&B undertook to
jointly and severally liable with Moo('s for Old D&B’s obligations to Donnelley under ti®98 Distribution Agreement, including any
liabilities arising under the Original Indemnitydadoint Defense Agreement, and any liabilitiesiagigrom the IRI action itself. However, as
between New D&B and Moody’s, it was agreed thateuride 2000 Distribution, each of New D&B and Motill be responsible for 50%
of any payments required to be made to or on beti@ibnnelley with respect to the IRI action unttes terms of the 1998 Distribution
Agreement, including legal fees or expenses relatede IRI action.

On July 30, 2004, the VNU Parties, Donnelley, MdagNew D&B and IMS Health entered into an Amended Restated Indemnity and Jc
Defense Agreement (the “Amended Indemnity and Joafense Agreement”).

Pursuant to the Amended Indemnity and Joint Defé&ggeement, any and all IRI Liabilities incurred Bpnnelley, Moody’s, New D&B or
IMS Health relating to a judgment (even if not fjnar any settlement entered into in the IRI actiah be jointly and severally assumed, and
fully discharged, exclusively by the VNU Partiesadé¢r the Amended Indemnity and Joint Defense Agesgnthe VNU Parties have agreec
jointly and severally, indemnify Donnelley, Moc's, New D&B and IMS Health from and against all IR&bilities to which they become
subject. As a result, the concept of “ACN Maximumdaunt” which used to cap
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ACNielsen’s liability for the IRI Liabilities no loger exists and all such liabilities are the resguility of the VNU Parties pursuant to the
Amended Indemnity and Joint Defense Agreement.

In addition, the Amended Indemnity and Joint DeéeAgreement provides that if it becomes necessappst any bond pending an appeal of
an adverse judgment, the VNU Parties shall obtarbbond required for the appeal and shall payuhedst of such bond.

In connection with entering into the Amended Indé@gnand Joint Defense Agreement, Donnelley, MogsgdiNew D&B and IMS Health agre:
to amend certain covenants of the Original Indeynanitd Joint Defense Agreement to provide operatifiesibility for ACNielsen going
forward. In addition, the Amended Indemnity anchi@efense Agreement includes certain amendmertetoovenants of ACNielsen (whic
under the Amended Indemnity and Joint Defense Ages, are now also applicable to ACN (US)), whioh @esigned to preserve such
parties’ claims-paying ability and protect Donngll&oody’s, New D&B and IMS Health. Among other @mants, ACNielsen and ACN

(US) agreed that neither they nor any of their eefipe subsidiaries will incur any indebtednesany affiliated person, except indebtedness
which its payment will, after a payment obligatiemder the Amended Indemnity and Joint Defense Agesd comes due, be conditioned on,
and subordinated to, the payment and performantieadbligations of such parties under the Ameridddmnity and Joint Defense
Agreement. VNU N.V. has agreed to having a proegest in New York to receive on its behalf sena€@any process concerning the
Amended Indemnity and Joint Defense Agreement.

As described above, the VNU Parties have assumaddsixe responsibility for the payment of all IRiabilities. Provided that the VNU Parti
are able to fulfill their obligations under the Anted Indemnity and Joint Defense Agreement, andthieg ultimately do fulfill such
obligations, Moody’s believes that the resolutidihe IRl action should not materially affect ther@pany’s financial position, results of
operations, or cash flows.

However, because liability for violations of theigmist laws is joint and several and becauseitités and obligations relating to the Amended
Indemnity and Joint Defense Agreement are basempitractual relationships, the failure of the VNB&ktRes to fulfill their obligations under
the Amended Indemnity and Joint Defense Agreemeultdcresult in the other parties bearing all ooaipn of the IRI Liabilities. Joint and
several liability for the IRI action means that ewehere more than one defendant is determinedvwe baen responsible for an alleged
wrongdoing, the plaintiff can collect all or pafttbe judgment from just one of the defendantssTéitrue regardless of whatever contractual
allocation of responsibility the defendants and ather indemnifying parties may have made, inclgdhe allocations described above betv
the VNU Parties, Donnelley, Moody’s, New D&B and $MHealth.

Accordingly, and as a result of the allocationdiatiility described above, in the event the VNU tigar default on their obligations under the
Amended Indemnity and Joint Defense Agreement, ebhoody’s and New D&B will be responsible for thayment of 50% of the portion
of any judgment or settlement ultimately paid bynDelley (which is a defendant in the IRI actionhigh can be as high as all the IRI
Liabilities.

The Company is unable to predict at this time tie@me of the IRI action, the financial conditidnamy of the VNU parties or the other
defendants at the time of any such outcome, orhvenghe VNU Parties or the other defendants wifilfuheir obligations under the Amended
Indemnity and Joint Defense Agreement or othetedlaontractual agreements. Hence, the Companytastimate such parties’ ability to
pay the IRI Liabilities pursuant to the Amendeddnthity and Joint Defense Agreement or the amoutit@fudgment or settlement in the IRI
action. Accordingly, no amount in respect of thiatter has been accrued in the Company’s consalidatancial statements. As discussed
above, provided that the VNU Parties ultimatelffiluheir obligations under the Amended Indemratyd Joint Defense Agreement, Moody's
believes that the resolution of the IRI action ddmot materially affect the Company’s financiakgimn, results of operations, or cash flows.
If, however, IRl were to prevail in whole or in par this action and Moody’s is required to paytwithstanding such contractual obligations, a
portion of any significant settlement or judgmehg outcome of this matter could have a materiaéegk effect on Moody’s financial position,
results of operations, and cash flows.

Legacy Tax Matters

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 betweese¢hars, 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 mattersescdbed in such agreements (excluding the magtseribed below as “Amortization Expense
Deductions” for which New D&B and Moody'’s are sgleésponsible) and certain other potential tax
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liabilities, also as described in such agreemextftsr New D&B and/or Moody’s pays the first $137lian, which amount was paid in
connection with the matter described below as ft#tion of Capital Losses”.

In connection with the 2000 Distribution and pursut® the terms of the 2000 Distribution Agreemédgw D&B and Moody’s have, between
themselves, agreed to each be financially resplen&ib50% of any potential liabilities that maysar to the extent such potential liabilities are
not directly attributable to their respective besis operations.

Without limiting the generality of the foregoindnree specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2003, New D&B receigacExamination Report from the IRS with resped frartnership transaction entered
into in 1993. In this Report, the IRS stated iteittion to disallow certain royalty expense deddiclaimed by Old D&B on its tax returns for
the years 1993 through 1996 (the “Royalty Repoftithe first quarter of 2004, New D&B receivedimigar Examination Report (the “Second
Royalty Report”) relating to the first quarter 9.

During the second quarter of 2003, New D&B alseireed an Examination Report from the IRS statisgritention to ignore the partnership
structure that had been established in 1993 inextion with the above transaction, and to reall®tatOld D&B income and expense items
that had been reported in the partnership taxmdtur1996 (the “Reallocation Report”). New D&B alseceived a similar Examination Report
(the “Second Reallocation Report”) issued to thergaship with respect to the first quarter of 1997

In June 2004, New D&B and the IRS conducted a ntiediaf these issues, at which New D&B and the iB&hed a basis for settlement with
regard to the Royalty Report for 1995 and 1996 Rbellocation Report and certain tax refund clanasle by Old D&B related to 1995 and
1996 (the “Preliminary Settlement”). The Prelimip&ettlement was subject to the execution of a &ettiement agreement. In addition, the
IRS maintains it's position that certain tax refusidims made by Old D&B related to 1993 and 1994 bmaoffset by tax liabilities relating to
the above mentioned partnership formed in 1993. B&B disagrees with the position taken by the IREX993 and 1994 and plans to file a
protest with the IRS Appeals Office. If the protisstinsuccessful New D&B can either: (1) abandstiak refund claims; or (2) challenge the
IRS claim in U.S. District Court or the U.S. CoaftFederal Claims. Moody’s estimates that its exjpegor the write-off of deferred tax assets
related to these tax refund claims could be uPtandlion.

As of June 30, 2004, Moody’s had adjusted its resér the Royalty Expense Deductions matter androed write-offs of deferred tax assets
to reflect the Company’s estimates of probable sypmfor the Preliminary Settlement and the othattens discussed in the preceding
paragraph. However, the IRS and New D&B were nt# ebagree on the terms of a formal settlemergegent by the November 1st deadline
imposed by the IRS. As a result, the IRS has wahdrthe Preliminary Settlement agreement. In a@ord with the 1996 Agreements, New
D&B was required to obtain the consent of MoayMS Health and NMR as a condition to executimg formal settlement agreement, but
unable to obtain IMS Health and NMR’s consent. \Ekdye that in accordance with the 1996 Distributigreement, NMR, by withholding

its consent, would be contractually responsiblpayp any excess amounts above the Preliminary 8ettiethat may ultimately be owing with
respect to tax years 1995-1996. IMS Health hagedlesarious breaches of New DNB’s obligations urider1l996 Agreements related to New
D&B’s management and attempted settlement of tlaiten If the parties fail to resolve their disputee understand that New D&B anticipates
commencing arbitration proceedings against IMS themhd NMR. Based on our current understandingp®fpiositions of New D&B and IMS
Health, we believe it is likely that New DNB shoydcevail, but we cannot predict with certainty thecome.

In addition, the Second Royalty Report and the 8éd®eallocation Report, which were not part of N@&B’s preliminary settlement with the
IRS, have not been resolved. New D&B disagrees thighpositions taken by the IRS in these reportspaviously had filed a protest with the
IRS Appeals Office. If the IRS Appeals Office wéoeuphold these reports, then New D&B could eitlig):accept and pay the IRS assessr
(2) challenge the assessment in U.S. Tax Cou(B)achallenge the assessment in U.S. District Coutlie U.S. Court of Federal Claims, wr
in either case payment of the assessment woulddaered in connection with such challenge. Shoaldsuch payments be made by New
D&B, then pursuant to the terms of the 2000 Disttitn Agreement, Moody’s would have to pay to Ne&mits 50% share. Moody’s
believes that the positions taken by the IRS inSheond Royalty Report and the Second Realloc&@port are inconsistent with each other.
Accordingly, while it is possible that the IRS cdulltimately prevail in whole or in part on onesefch positions, Moody’s believes that it is
unlikely that the IRS will prevail on both. Moodyéstimates that its share of the required payneetitet IRS for this matter could be up to

$2 million (including penalties and interest, ared of tax benefits).
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Moody’s has reassessed its exposure for the Rokalpgnse Deductions matter taking into considemafib) all of the original Examination
Reports discussed above (for which the Compansesbf the required payments to the IRS could b®$102 million, including penalties
and interest, and net of tax benefits); and (2)pthtential write-off of deferred tax assets (forigththe Company’s exposure could be up to
$9 million as discussed above). Based on this assad, during the third quarter of 2004 the Companseased its reserve for this matter by
$18.4 million to reflect the current estimate oblpable exposure.

Amortization Expense Deductio

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction. This transaction was entered int®®71and could result in amortization expense déolgion the tax returns of Old D&B and
New D&B from 1997 through 2012. In the April Exaration Reports, the IRS stated its intention toltisathe amortization expen:
deductions related to this partnership that wesgretd by Old D&B on its 1997 and 1998 tax retuiew D&B disagrees with the position
taken by the IRS and can either: (1) accept andlpayRS assessment; (2) challenge the assesamérs iTax Court; or (3) challenge the
assessment in U.S. District Court or the U.S. ColiRederal Claims, where in either case paymeth@tiisputed amount would be require:
connection with such challenge. IRS audits of OBBs or New D&B’s tax returns for years subsequent to 1998 cosldtri the issuance
similar Examination Reports, in which case New D&Buld also have the aforementioned three coursast@n. Should any such payments
be made by New D&B related to either the April Exaation Reports or any potential Examination Repéot future years, including years
subsequent to the separation of Moody’s from NewBD#en pursuant to the terms of the 2000 Distidrufgreement, Moody’s would have
to pay to New D&B its 50% share. In addition, slibNlew D&B discontinue claiming the amortization detions on future 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 50% offtitere tax benefits from this transaction in césMoody's at the Distribution Date.
Moody'’s estimates that the Company’s current paaéakposure could be up to $94 million (includipgnalties and interest, and net of tax
benefits). This exposure could increase by appratety $3 million to $6 million per year, dependioig actions that the IRS may take and on
whether New D&B continues claiming the amortizaté@ductions on its tax returns.

In the April Examination Reports, the IRS alsoethits intention to disallow certain royalty expermeductions claimed by Old D&B on its
1997 and 1998 tax returns with respect to the pastnip transaction. In addition, the IRS statedhitsntion to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedgdn the partnership tax returns for
1997 and 1998. New D&B disagrees with the posititaken by the IRS and can take any of the threeseswf action described in the second
paragraph. IRS audits of Old D&B’s or New D&B'’s teaturns for years subsequent to 1998 could réstiite issuance of similar Examination
Reports for the subsequent years. Should any sayihgnts be made by New D&B related to either thal Axamination Reports or any
potential Examination Reports for future yearsntparsuant to the terms of the 2000 Distributiomefggnent, Moody’s would have to pay to
New D&B its 50% share of New D&'s payments to the IRS for the period from 1996tigh the Distribution Date. Moody’s estimates ftsat
share of the potential exposure to the IRS couldb® $127 million (including penalties and int&reand net of tax benefits). Moody’s also
could be obligated for future interest paymentst®share of such liability.

New D&B had filed protests with the IRS Appeals icéfregarding the April Examination Reports. In apber 2004 the IRS Appeals Offi
remanded the case to the IRS examination officéuither development of the issues. New D&B hapesed discussion of the issues with the
examination office.

Moody'’s believes that the IRS’s proposed assesswdriax against Old D&B and the proposed realiooatof partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSutd ultimately prevail in whole or in part
on one of such positions, Moody’s believes tha iinlikely that the IRS will prevail on both.

Utilization of Capital Losses

The IRS has completed its review of the utilizatdfrcertain capital losses generated by Old D&Brapd 989 and 1990. On June 26, 2000, the
IRS, as part of its audit process, issued a foams¢ssment with respect to the utilization of tlvagdtal losses.

On May 12, 2000, an amended tax return was file@llyD&B for the 1989 and 1990 tax years, whicHaetied $561.6 million of tax and
interest due. Old D&B paid the IRS approximatelyt$3 million of this amount on May 12, 2000; 50%sath payment was allocated to
Moody’s and had previously been accrued by the Compstfy Health informed Old D&B that it paid to the IRPproximately $212.3 millio
on May 17, 2000. The payments were made to thedREp further interest from accruing, and on 8eyiter 20, 2000, Old D&B filed a
petition for a refund in the U.S. District Court.
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Pretrial proceedings on this matter have been ongand,in July 2004, New D&B and the IRS reachedsisbfar settlement of all outstand
issues related to this matter. Moody'’s estimatasith share of the cost of this tentative settietméll be $12 million, reflecting anticipated
cash payments of $2 million and the write-off ofedeed tax assets of $10 million. The tentativélestent will not be finalized until a formal
agreement is executed, which is expected to bagltine fourth quarter of 2004, and it is possibkg Moody’s share of the related cost could
differ from the Company’s current estimate.

Summary of Moody’s Exposure to Three Legacy Taxelkéat

The Company considers from time to time the ramgepobability of potential outcomes related to three legacy tax matters discussed a
and establishes reserves that it believes are ppat® in light of the relevant facts and circumstes. In doing so, Moody’s makes estimates
and judgments as to future events and conditiodseaaluates its estimates and judgments on an ogdaisis.

In the third quarter of 2004, the Company recorpliexvisions of approximately $19 million to increatereserves for the three legacy tax
matters, to reflect its current estimates of thebpble exposures on these matters. As a res@emember 30, 2004, Moody'’s total legacy tax
reserves were $131 million, representing approxégei44 million of current liabilities (reflectinthpe estimated cash payments related to the
Royalty Expense Deductions and Utilization of Calpitosses matters that are expected to be madelmeext twelve months) and

$87 million of non-current liabilities.

It is possible that the legacy tax matters couldds®lved in amounts that are greater than the atasaserved by the Company, which could
result in additional charges that may be mateoidfibody’s future reported results, financial pasitend cash flows. Although Moody’s does
not believe it is likely that the Company will uttately be required to pay the full amounts pregdmging sought by the IRS, potential future
outlays resulting from these matters could be ashmas $346 million and could increase with timel@scribed above.

Regulation

In the United States, Moody'’s Investors Servicaumtdrily registers as an investment adviser urfieiivestment Advisers Act of 1940, as
amended. Moody’s has also been designated as anldlyi Recognized Statistical Rating OrganizatitfRSRO”) by the Securities and
Exchange Commission (“SEC”). The SEC first apptieel NRSRO designation in 1975 to agencies whog#teedings could be used by
broker-dealers for purposes of determining theircapital requirements. Since that time, Congregmssdrtain mortgage-related legislation), the
SEC (in its regulations under the Securities Act®83, as amended, the Securities Exchange AQ34,Jas 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-investirgnade” securities.

Over the past several years, U.S. regulatory andressional authorities have questioned the siittabf employing ratings in federal

securities laws; and if so, the potential needaftering the regulatory framework under which rgtagencies operate. Pursuant to a mandate b
the Sarbanes-Oxley Act of 2002 and a series ofrtegsued by the Congress and the SEC on thgratjency industry, on June 4, 2003 the
SEC published a Concept Release requesting cononehe following three broad themes:

» Should credit rating agencies continue to be usedeyulatory purposes under the federal secufdigs?
« If ratings continue to be used in federal secigilgvs, what should be the process for approvitigga@agencies

« If ratings continue to be used in federal secigiliavs, what should be the nature and extent afsaytet?

Numerous market participants, including Mo’s, responded to the call for comment. Moody’s cese can be found on the Company’s
website avww.moodys.comAt present, Moody’s is unable to assess theilikeld of any regulatory changes that may resuinftbe SEC'’s
ongoing review, nor the nature and effect of arghsegulatory changes.

Internationally, several developments have occuorest the past quarter:

First, on October 7, 2004, the Technical Committethe International Organization of Securities @aigsions (“lIOSCQ”) distributed for
public consultation a proposed code of conductfedit rating agencies entitle@pde of Conduct Fundamentals for
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Credit Rating Agencie§Proposed IOSCO Code”). The comment period forRheposed IOSCO Code closes on November 8, 200ddii®
is not yet in a position to assess the outcomaeimhpact of such a code of conduct; however, thmg@any intends to submit comments to
IOSCO'’s Technical Committee.

Second, in July 2004 the European Commission,qagested by the European Parliament, mandated then@tee of European Securities
Regulators (“CESR”) to conduct a review of the d@reating agency industry and provide the Commissidgth advice by April 1, 2005 on the
following four general areas:

* potential conflicts of interest within rating agées, such as between advisory services and datg activities;
« transparency of rating agencies’ methodologies;

* legal treatment of rating agencies’ access tmésformation; and

« concerns about possible lack of competition ertarket for provision of credit ratings.

The CESR may look to such other areas of inquiay ithdeems necessary. In formulating its respomske Parliament, the Commission may
reject the CESR'’s advice or alternatively adojpt ivhole or in part. Moody'’s is presently not ipasition to assess the outcome of the
European assessment process.

The Basel Committee on Banking Supervision has ¢eteqh its work on a new capital adequacy framew®Blasel 11”) to replace its initial
framework proposed in 1988. Under Basel Il, ratiagsigned by a credit rating agency would be amredtive available to banks to determine
the risk weights for many of their credit exposuiBise Basel Committee’s new capital adequacy fraonkwrould institutionalize ratings of
certain credit rating agencies as an alternatihercredit measurement processes of internatioaative financial institutions and subject
rating agencies to a broader range of oversigid.dnticipated that Basel 1l will be implementedriational regulatory authorities by

January 2007. The European Commission has creaeddmmittee of European Banking Supervisors, (“SgBvhich is analogous to CESR
and is instead comprised of European banking régslato advise it on the implementation of theddkin Europe. At this time Moody’s
cannot predict the long-term impact of Basel litbe@ manner in which Moody’s conducts its businelsvever, Moody’s does not believe that
Basel Il will materially affect Moody's Investore&ice’s financial position or results of operason

Finally, Moody’s is subject to regulation in certaion-U.S. jurisdictions in which it operates; somgulatory actions outside the United States
are noted below:

France: as a consequence of the 2003 French Sesldw, Loi de Sécurité Financiére (th&SF”), rating agencies operating in France are
subject to a document retention obligation. Moreptree newly formed French regulatory authorityAutorité des Marchés Financiers
(*AMF”), will be required to publish an annual report ore tble of rating agencies; their business ethied,the transparency of their methc
and, the impact of their activity on issuers arglfihancial markets. Moody’s has submitted respptsea series of questions posed by the
AMF in accordance with its mandate. The AMF is etpd to release its first report on the rating agendustry in December 2004.

Italy: in October 2004, the Italian Senate introsilean amendment to an existing draft legislatitime—'Lettieri Bill” — which, if approved by
the full Italian Parliament would: (1) require tGensob to recognize and register rating agencidggeititalian market; (2) mandate recognized
rating agencies to adopt and implement IOSCO’s Qddeonduct; and 3) mandate issuers to attaingatirom recognized rating agencies. If
approved, the bill requires that Consob provideagheropriate regulatory framework.

Other legislation and regulation relating to creditng and research services has been considemadime to time by local, national and
multinational bodies and is likely to be consideirethe future. In certain countries, governmengg/mprovide financial or other support to
locally-based rating agencies. In addition, goveenta may from time to time establish official rgtimgencies or credit ratings criteria or
procedures for evaluating local issuers. If enagaeg such legislation and regulation could sigaifitly change the competitive landscape in
which Moody’s operates. In addition, the legalssatf rating agencies has been addressed by éowasious decisions and is likely to be
considered and addressed in legal proceedingstfreeto time in the future. Management of Moodyasnot predict whether these or any
other proposals will be enacted, the outcome of@nding or possible future legal proceedingsheruitimate impact of any such matters on
the competitive position, financial position oruks of operations of Moody's.
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Forward-Looking Statements

Certain statements contained in this quarterly mtepo Form 10-Q are forward-looking statements arebased on future expectations, plans
and prospects for Moody’s business and operatimaisinvolve a number of risks and uncertaintiesehstatements appear in the sections
entitled “Outlook” and “Contingencies” under Item“®lanagement’s Discussion and Analysis of Finah€iandition and Results of
Operations,” commencing at page 20 of this quarteghbort on Form 10-Q and elsewhere in the cordéstatements containing the words
“believe”, “expect”, “anticipate”, “intend”, “foreast”, “project”, “estimate”, “should”, “could”, “mg’ and other words relating to Moody’s
views on future events, trends and contingencibe.férward-looking statements and other informaticsnmade as of the date of this quarterly
report on Form 10-Q, and the Company disclaimsdarty to supplement, update or revise such statenwema goingerward basis, whether

a result of subsequent developments, changed etjpea or otherwise. In connection with the “saéelor” provisions of the Private Securit
Litigation Reform Act of 1995, the Company is idéyihg certain factors that could cause actual itsgo differ, perhaps materially, from thc
indicated by these forward-looking statements. €Hastors include, but are not limited to, chanigethe volume of debt and other securities
issued in domestic and/or global capital markdianges in interest rates and other volatility i financial markets; market perceptions of the
utility and integrity of independent agency ratingessible loss of market share through competiiitnoduction of competing products or
technologies by other companies; pricing pressiuoes competitors and/or customers; the potentiadgance of government-sponsored credit
rating agencies; proposed U.S., foreign, statedl@al legislation and regulations, including thoskating to Nationally Recognized Statistical
Rating Organizations; possible judicial decisiamsérious jurisdictions regarding the status of paténtial liabilities of rating agencies; the
possible loss of key employees to investment ormemial banks or elsewhere and related compensedistpressures; the outcome of any
review by controlling tax authorities of the Companglobal tax planning initiatives; the outcometbbse tax and legal contingencies that
relate to Old D&B, its predecessors and theiriatild companies for which the Company has assummsidps of the financial responsibility;
the outcome of other legal actions to which the Gany, from time to time, may be named as a pangyability of the Company to
successfully integrate the KMV and MRMS businesaagecline in the demand for credit risk managernt@ais by financial institutions; and
other risk factors as discussed in the Companyisiainreport on Form 10-K for the year ended Decear8the2003 and in other filings made by
the Company from time to time with the Securitiad &xchange Commission.

Iltem 3. Quantitative and Qualitative Disclosures abut Market Risk

There has been no significant change in the Conmpamxposure to market risk from December 31, 2@03dptember 30, 2004. For a
discussion of the Company’s exposure to market refler to Item 7A, “Quantitative and QualitativésBlosures about Market Risk”, contained
in the Company’s annual report on Form 10-K forykar ended December 31, 2003.

Item 4. Controls And Procedures

Evaluation of Disclosure Controls and Procedurds Tompany carried out an evaluation, as requiyedue 13a-15(b) under the Securities
Exchange Act of 1934, as amended (the “Exchang®,Actder the supervision and with the participataf the Company’s management,
including the Company’s Chief Executive Officer adlief Financial Officer, of the effectiveness bétdesign and operation of the Company’
disclosure controls and procedures as of the etttegberiod covered by this report (the “Evaluafizate”). Based on such evaluation, such
officers have concluded that, as of the Evaluabate, the Company’s disclosure controls and proe=dare effective in alerting them on a
timely basis to material information relating t@tBompany (including its consolidated subsidianreguired to be included in the Company’s
periodic filings under the Exchange Act.

In addition, there were no significant changesiminternal control over financial reporting orather factors that have materially affected or
are reasonably likely to materially affect theseinal controls over financial reporting during fiexiod covered by this report.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business
including claims based on ratings assigned by Msod¢tanagement periodically assesses the Compéiapitities 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 consolidatesh{ial statements and periodically adji
these reserves as appropriate. In other instabheeapse of the uncertainties related to both tblegiie outcome and amount or range of loss,
management is unable to make a reasonable estifnatéability, if any. As additional informationdzomes available, the Company adjusts its
assessments and estimates of such liabilities dioggy.

The discussion of the litigation under Part I, It2nfManagement’s Discussion and Analysis of FinanCondition and Results of Operations
— Contingencies”, commencing at page 28 of this iepo Form 10-Q, is incorporated into this Itemylrbference.

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 andalitig will not have a material adverse effect onolligs financial position, results of
operations or cash flows, subject to the contingendescribed in Part |, Item 2, “Management’s Déston and Analysis of Financial
Condition and Results of Operations — Contingericies

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

MOODY'’'S PURCHASES OF EQUITY SECURITIES

Total Number of Shares Approximate Dollar Value of

Purchased as Part of Shares that May Yet Be
Total Number of Average Price Publicly Announced Purchased Under the
Period Shares Purchased Paid per Share Program Program (1)
July 1-31 540,90( $64.8¢ 540,90( $547.7 million
August -31 — — — $547.7 million
September-30 — — — $547.7 million
Total 540,90( 540,90(

(1) As of the last day of each of the months. On K4y2004, the Company announced that its Boardrecrs had authorized an
additional $600 million share repurchase progratmnctvincludes both special share repurchases astdmagtic share repurchases to
offset shares issued under Moody'’s stock-based ensgtion plans. There is no established expiratide of this authorization. During
June 2004, the Company completed its previous $4iion program, which had been authorized by itsRl of Directors in
October 2002

Moody’s repurchased 0.5 million shares during ttiedtquarter of 2004 at a total cost of $35 millierhich partially offset shares issued under
employee stock plans. Since becoming a public compaSeptember 2000 and through the third quaft@004, Moody’s has repurchased
26.4 million shares at a total cost of $1.1 billiarcluding 12.0 million shares to offset issuanaader employee stock plans.

37




Table of Contents
Iltem 6. Exhibits
Exhibits

EXHIBIT NO. DESCRIPTION
3. ARTICLES OF INCORPORATION AND BY-LAWS

1 Restated Certificate of Incorporation of the Reagist dated June 15, 1998, as amended effective3lyri998, and as furth
amended effective October 1, 2000 (incorporatetelsrence to Exhibit 3.1 to the Report on Form 8fkhe Registrant, file number
1-14037, filed October 4, 200(

2 Amended and Restated By-laws of the Registracb(porated by reference to Exhibit 3.2 of the Reght's Registration Statement
on Form 10, file number-14037, filed June 18, 199¢

10. MATERIAL CONTRACTS

1* Amended and Restated 2001 Mo’s Corporation Key Employe’ Stock Incentive Plar

2* Form of Employee Nc-Qualified Stock Option and Restricted Stock Gragte®ement for the Amended and Restated -
Moody's Corporation Key Employe’ Stock Incentive Plar

3* Form of Non-Employee Director Restricted Stock Gragreement for the 1998 Moody’s Corporation Nongtoyee Directors’
Stock Incentive Plan (as amended on April 23, 2C

4* 2004 Mood's Corporation Covered Employee Cash Incentive |

5* Description of Bonus Terms under the 2004 Mc's Corporation Covered Employee Cash Incentive |
31. CERTIFICATIONS PURSUANT TO SECTION 302 OF THFARBANES-OXLEY ACT OF 2002

1* Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 2002

2* Chief Financial Officer Certification Pursuant tecion 302 of the Sarbar-Oxley Act of 2002
32. CERTIFICATIONS PURSUANT TO SECTION 906 OF THFARBANES-OXLEY ACT OF 2002

1* Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbamxésy@.ct of 2002. (The
Company has furnished this certification and dagsntend for it to be considered filed under tree&ities Exchange Act of 1934
or incorporated by reference into future filingslenthe Securities Act of 1933 or the Securitiestaxge Act of 1934

2* Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sart-Oxley Act of 2002. (The
Company has furnished this certification and dagsntend for it to be considered filed under tree&ities Exchange Act of 1934
or incorporated by reference into future filingslenthe Securities Act of 1933 or the Securitiestaxge Act of 1934

* Filed herewith.
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SIGNATURE

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

MOODY’S CORPORATION

Date: November 3, 200 By: /s/ JEANNE M. DERING
Jeanne M. Derin¢
Senior Vice President and Chief Financial Offi
(principal financial officer’

Date: November 3, 2004 By: /s/ JOSEPH MCCABE
Joseph McCabe
Vice President and Corporate Controller
(principal accounting officer’
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Exhibit 10.1

AMENDED AND RESTATED 2001 MOODY’'S CORPORATION
KEY EMPLOYEES’ STOCK INCENTIVE PLAN

1. Purpose of the Plar

The purpose of the Plan is to aid the Compantyits Affiliates in securing and retaining keymoyees of outstanding ability and to
motivate such employees to exert their best effuamtbehalf of the Company and its Affiliates by yiding incentives through the granting of
Awards. The Company expects that it will benefinfrthe added interest which such key employeeshaile in the welfare of the Company as
a result of their proprietary interest in the Comyga success.

2. Definitions

The following capitalized terms used in tharFPhave the respective meanings set forth inSbkigtion:
(a) Act: The Securities Exchange Act of 1934, as amendeahysuccessor thereto.

(b) Affiliate: Any entity (i) 20% or more of the voting equity which is owned or controlled directly or indirectlty the Company, or
(ii) that had been a business, division or subsydithe Company, the equity of which has beetrithisted to the Compang’shareholder
even if the Company thereafter owns less than 20D#teovoting equity

(c) Award: An Option, Stock Appreciation Right or Other Std8ased Award granted pursuant to the Plan.
(d) Beneficial OwnerAs such term is defined in Rule 13d-3 under the (Actany successor rule thereto).
(e) Board: The Board of Directors of the Company.

(f) Change in ControlThe occurrence of any of the following events:

(i) any “Person” as such term is used in Sectiof)}l&nd 14(d) of the Act (other than the Compamy, lustee or other fiduciary
holding securities under an employee benefit pfah@ Company, or any company owned, directly dirgctly, by the stockholders
the Company in substantially the same proportianheir ownership of stock of the Company), becothesBeneficial Owner,
directly or indirectly, of securities of the Compapresenting 20% or more of the combined votioggr of the Company’s then
outstanding securitie

(i) during any period of twenty-four months (natluding any period prior to the Effective Dateidividuals who at the
beginning of such period constitute the Board, amgl new director (other than (A) a director nomaahby a Person who has entered
into an agreement with the Company to effect asation described in Sections 2(e)(i), (iii) or) (©f the Plan, (B) a director
nominated by any Person (including the Company) piitaicly announces an intention to take or to agrstaking actions (includin
but not limited to, an actual or threatened proamtest) which if consummated would constitute ar@@feain Control or (C) a director
designated by any Person who is the Beneficial @wdigectly or indirectly, of securities of the Cpany representing 10% or more of
the combined voting power of the Company’s se@sjtivhose election by the Board or nomination fect®n by the Company’s
stockholders was approved in advance by a votelehat two-thirds ( 2/3) of the directors thetl &ti office who either were directors
at the beginning of the period or whose electionanination for election was previously so apprqowaghse for any reason to
constitute at least a majority there

(iii) the stockholders of the Company approve agaeor consolidation of the Company with any ott@mporation, other than a
merger or consolidation (A) which would result iretvoting securities of the Company outstanding édiately prior thereto
continuing to represent (either




remaining outstanding or by being converted intbngpsecurities of the surviving entity) more tHz0% of the combined voting
power of the voting securities of the Company ahssurviving entity outstanding immediately aftacls merger or consolidation and
(B) after which no Person would hold 20% or morghef combined voting power of the then outstandiecurities of the Company or
such surviving entity; @

(iv) the stockholders of the Company approve a pfascomplete liquidation of the Company or an agreet for the sale or
disposition by the Company of all or substantialllyof the Compar’s assets

(g) Code:The Internal Revenue Code of 1986, as amendedhyosuccessor thereto.

(h) CommitteeThe Governance and Compensation Committee of tlaedBor any successor thereto or other committeigydated
by the Board to assume the obligations of the Cdtemhereunde

(i) CompanyMoody’s Corporation, a Delaware corporation.

() Disability: Inability to engage in any substantial gainful @tyi by reason of a medically determinable physaamental
impairment which constitutes a permanent and tiisability, as defined in Section 22(e)(3) of thed€ (or any successor section thereto).
The determination whether a Participant has suffarBisability shall be made by the Committee bagszh such evidence as it deems
necessary and appropriate. A Participant shalbaatonsidered disabled unless he or she furnistodsreedical or other evidence of the
existence of the Disability as the Committee, énsible discretion, may requil

(k) Effective DateThe date on which the Plan takes effect, as defimesuant to Section 17 of the Plan.

() Fair Market Value:On a given date, the arithmetic mean of the highlaw prices of the Shares as reported on suchatatee
Composite Tape of the principal national securiéieshange on which such Shares are listed or asthtitttrading, or, if no Composite
Tape exists for such national securities exchamggugh date, then on the principal national seesrégxchange on which such Shares are
listed or admitted to trading, or, if the Shares iaot listed or admitted on a national securitieshange, the arithmetic mean of the per
Share closing bid price and per Share closing apked on such date as quoted on the National Asoc of Securities Dealers
Automated Quotation System (or such market in wkiath prices are regularly quoted), or, if thenedsnarket on which the Shares are
regularly quoted, the Fair Market Value shall be ¥alue established by the Committee in good fé#itho sale of Shares shall have been
reported on such Composite Tape or such natioeatisies exchange on such date or quoted on thiefNdtAssociation of Securities
Dealers Automated Quotation System on such date,tthe immediately preceding date on which saléseoShares have been so reported
or quoted shall be use

(m) ISO: An Option that is also an incentive stock optioarded pursuant to Section 7(d) of the Plan.

(n) LSAR:A limited stock appreciation right granted pursuan®ection 8(d) of the Plan.

(0) Other Stock-Based Award&wards granted pursuant to Section 9 of the Plan.

(p) Option: A stock option granted pursuant to Section 7 ofRtan.

(g) Option Price:The purchase price per Share of an Option, asrdeted pursuant to Section 7(a) of the Plan.

(r) Participant: An individual who is selected by the Committee #otjzipate in the Plan pursuant to Section 5 ofRta.

(s) Performance-Based Award®ther Stock-Based Awards granted pursuant to Se6fio) of the Plan.




(t) Person:As such term is used for purposes of Section 1&(dy(d) of the Act (or any successor section tiogre
(u) Plan: The Amended and Restated 2001 Moody’s Corporatiey Employees’ Stock Incentive Plan.

(v) Post-Retirement Exercise Periofls such term is defined in Section 7(f) of the Plan

(w) Restricted StockRestricted stock granted pursuant to Section efian.

(x) Restricted Stock Unif restricted stock unit representing a right tolargja fixed number of Shares at a future dateytgch
pursuant to Section 9 of the Pl:

(y) RetirementTermination of employment with the Company or afiliste after such Participant has attained agai® five years
of service with the Company; or, with the prior tieh consent of the Committee that such termindtmtreated as a Retirement hereur
termination of employment under other circumstan

(z) Shares:Shares of common stock, par value $0.01 per Shathe Company.

(aa) Special Exercise Periods such term is defined in Section 7(f) of the Plan

(bb) Stock Appreciation RighA stock appreciation right granted pursuant to isadd of the Plan.

(cc) Subsidiary:A subsidiary corporation, as defined in Section(#2df the Code (or any successor section thereto).

(dd) Termination of Employmen& Participant’s termination of employment with tBempany or an Affiliate, as the case may be.

3. Shares Subject to the Plai

The maximum number of Shares with respeutttich Awards may be granted under the Plan shall2)@00,000 (subject to adjustment in
accordance with the provisions of Section 10 hgrediether pursuant to ISOs or otherwise. Of thatber, not more than 2,500,000 Shares
(subject to adjustment in accordance with the mionis of Section 10 hereof) will be available foargs under the Plan of unrestricted Shares,
Restricted Stock, Restricted Stock Units or anyeD®tock-Based Awards pursuant to Section 9 hefdaf.maximum number of Shares with
respect to which Awards of any and all types magtaated during a calendar year to any Participhall be limited, in the aggregate, to
400,000. The Shares may consist, in whole or ity pAauthorized and unissued Shares or treasumyeShShares which are subject to Awards
which terminate, expire, are forfeited or lapse rhayutilized again with respect to Awards granteder the Plan.

4.  Administration

The Plan shall be administered by the Conemjtivhich may delegate its duties and powers irlevbioin part to any subcommittee thereof
consisting solely of at least two individuals whe aach “non-employee directors” within the mearoh&ule 16b-3 under the Act (or any
successor rule thereto) and “outside directorshiwithe meaning of Section 162(m) of the Code (yr successor section theretpjovided,
however, that any action permitted to be taken by the Cidtemnmay be taken by the Board, in its discretiime Committee is authorized to
interpret the Plan, to establish, amend and reswirydules and regulations relating to the Plad,tarmake any other determinations that it
deems necessary or desirable for the administrafitime Plan. The Committee may correct any defecimission or reconcile any
inconsistency in the Plan in the manner and te#tent the Committee deems necessary or desirabjedecision of the Committee in the
interpretation and administration of the Plan, escdibed herein, shall lie within its sole and dbigodiscretion and shall be final, conclusive
and binding on all parties concerned (including, fmt limited to, Participants and their benefi@aror successors). Determinations made by
the Committee under the Plan need not be unifortnnaay be made selectively among Participants, venethnot such




Participants are similarly situated. The Committball require payment of any amount it may deteentinbe necessary to withhold for fede
state, local or other taxes as a result of thetgnathe exercise of an Award. Unless the Commafeeifies otherwise, the Participant may ¢
to pay a portion or all of such withholding taxgs(h) delivery of Shares or (b) having Shares wattilby the Company from any Shares that
would have otherwise been received by the Partitigehe number of Shares so delivered or withhkeédl iave an aggregate Fair Market
Value on the date of the exercise of an Award sigffit to satisfy the applicable withholding taxiesaddition, with the approval of the
Committee, a Participant may satisfy any additiadazlthat the Participant elects to have the Compédthhold by delivering to the Company
or its designated representative Shares alreadgaby the Participant or, in the case of Sharesiegd|through an employee benefit plan,
Shares held by the Participant for more than sinttma If the chief executive officer of the Compasy member of the Board, the Board by
specific resolution may constitute such chief exigewfficer as a committee of one which shall hewe authority to grant Awards of up to an
aggregate of 100,000 Shares in each calendary&articipants who are not subject to the rulesnpiigated under Section 16 of the Act (or
any successor section thereto) or “covered empiiyedefined in Section 162(m) of the Cogevided, howeverthat such chief executive
officer shall notify the Committee of any such geamade pursuant to this Section 4.

5. Eligibility

Key employees (but not members of the Conemitir any person who serves only as a directdeo€ompany and its Affiliates, who are
from time to time responsible for the managememtwth and protection of the business of the Compang/its Affiliates, and consultants to
the Company and its Affiliates, are eligible todranted Awards under the Plan. Participants skeadidbected from time to time by the
Committee, in its sole discretion, from among thekgible, and the Committee shall determine, $nsivle discretion, the number of Shares to
be covered by the Awards granted to each Partitipan

6. Limitations

No Award may be granted under the Plan #iftetenth anniversary of the Effective Date, butafss theretofore granted may extend
beyond that date.

7. Terms and Conditions of Options

Options granted under the Plan shall be ggarohined by the Committee, non-qualified, incemtiv other stock options for federal income
tax purposes, as evidenced by the related Awarkagents, and shall be subject to the foregoinglanébllowing terms and conditions and to
such other terms and conditions, not inconsisterewith, as the Committee shall determine:

(a) Option Price.The Option Price per Share shall be determinedh&yCommittee, but shall not be less than 100%eftir Market
Value of the Shares on the date an Option is gda

(b) Exercisability.Options granted under the Plan shall be exercisgttdach time and upon such terms and conditionsagsbe
determined by the Committee, but in no event siralDption be exercisable more than ten years thigedate it is grante:

(c) Exercise of OptionExcept as otherwise provided in the Plan or in amAl agreement, an Option may be exercised fooall,
from time to time any part, of the Shares for whidk then exercisable. For purposes of Sectiofthe Plan, the exercise date of an
Option shall be the later of the date a noticexafréise is received by the Company and, if appleahe date payment is received by the
Company pursuant to clauses (i), (ii) or (iii) iretfollowing sentence. The purchase price for th&r&s as to which an Option is exercised
shall be paid to the Company in full at the timeepércise at the election of the Participant (igash, (ii) in Shares having a Fair Market
Value equal to the aggregate Option Price for ther&s being purchased and satisfying such othaireznents as may be imposed by the
Committee; provided, that such shares of CommookStave been held by the Participant for no leas #ix months, (iii) partly in cash
and partly in such Shares, (iv) through the dejivarirrevocable instructions to a broker to detipeomptly to the Company an amount
equal to




the aggregate Option Price for the Shares beinghaged, or (v) through such other means as shalldseribed in the Award agreement.
No Participant shall have any rights to dividendsther rights of a stockholder with respect tor8haubject to an Option until t
occurrence of the exercise date (determined derdbtabove) and, if applicable, the satisfactibmmmy other conditions imposed by the
Committee pursuant to the Pl

(d) 1SOs.The Committee may grant Options under the Planateintended to be ISOs. Such I1SOs shall comly thie requiremen
of Section 422 of the Code (or any successor setiereto). Unless otherwise permitted under See? of the Code (or any successor
section thereto), no ISO may be granted to anyiddzaht who at the time of such grant, owns moenth0% of the total combined voting
power of all classes of stock of the Company carof Subsidiary, unless (i) the Option Price fortsl®0 is at least 110% of the Fair
Market Value of a Share on the date the ISO istgthand (ii) the date on which such ISO termin&esdate not later than the day
preceding the fifth anniversary of the date on Whlee ISO is granted. Any Participant who dispagfeShares acquired upon the exercise
of an ISO either (i) within two years after thealaf grant of such ISO or (ii) within one year aftiee transfer of such Shares to the
Participant, shall notify the Company of such d&pon and of the amount realized upon such digiposiNotwithstanding Section 5
hereof, ISOs may be granted solely to employeg¢seo€ompany and its Subsidiari

(e) Exercisability Upon Termination of Employment byaeor Disability.Upon a Termination of Employment by reason of death
Disability after the first anniversary of the dafiegrant of an Option, (i) the unexercised portidrsuch Option shall immediately vest in
full and (ii) such portion may thereafter be exsed during the shorter of (A) the remaining stagech of the Option or (B) five years after
the date of death or Disabilit

() Exercisability Upon Termination of Employment byiRenent.Upon a Termination of Employment by reason of Retient after
the first anniversary of the date of grant of arti@p an unexercised Option may thereafter be ésedaduring the shorter of (i) the
remaining stated term of the Option or (ii) fiveaye after the date of such Termination of Employhftire “Post-Retirement Exercise
Period”), but only to the extent to which such ©ptivas exercisable at the time of such TerminatfdEmployment or becomes
exercisable during the Post-Retirement Exercis@@as if such Participant were still employed bg Company or an Affiliategrovided,
however, that if a Participant dies within a period ofdiyears after such Termination of Employment, aexercised Option may
thereafter be exercised, during the shorter dh@)remaining stated term of the Option or (ii) gegiod that is the longer of (A) five years
after the date of such Termination of EmploymeniB)rone year after the date of death (the “Spdeiarcise Period”), but only to the
extent to which such Option was exercisable atithe of such Termination of Employment or becomesreisable during the Special
Exercise Perioc

(g) Effect of Other Termination of Employmedpon a Termination of Employment for any reasohgothan death, Disability or
Retirement after the first anniversary of the datgrant of an Option as described above), an ugésasl Option may thereafter be
exercised during the period ending 30 days afeedtte of such Termination of Employment, but dolyhe extent to which such Option
was exercisable at the time of such TerminatioBraployment. Notwithstanding the foregoing, the Cdttee may, in its sole discretion,
either by prior written agreement with the Part&ipor upon the occurrence of a Termination of Exyplent, accelerate the vesting of
unvested Options held by a Participant if suchi€ipent’'s Termination of Employment is without “czaf (as such term is defined by the
Committee in its sole discretion) by the Compe

(h) Nontransferability of Stock OptionExcept as otherwise provided in this Section 7¢tgtock option shall not be transferable by
the Participant otherwise than by will or by therdaof descent and distribution, and during thdilifie of a Participant an option shall be
exercisable only by the Participant. An option eigable after the death of a Participant or a feaee pursuant to the following sentence
may be exercised by the legatees, personal repatises or distributees of the Participant or stiehsferee. The Committee may, in its
discretion, authorize all or a portion of 1




options previously granted or to be granted toréiddaant, other than ISOs, to be on terms whicinpeirrevocable transfer for no
consideration by such Participant to any childpsitéld, grandchild, parent, stepparent, grandpasgause, former spouse, sibling, niece,
nephew, mother-in-law, father-in-law, son-in-lavaudhter-in-law, brother-in-law or sister-in-lawgciading adoptive relationships, of the
Participant, any trust in which these persons mwee than 50% of the beneficial interest, any faiiwh in which these persons (or the
Participant) control the management of assetsaagdther entity in which these persons (or the¢i¢pant) own more than 50% of the
voting interests (“Eligible Transferees”), providint (i) the stock option agreement pursuant t@wlwvbuch options are granted must be
approved by the Committee, and must expressly geofdr transferability in a manner consistent wiitis Section and (ii) subsequent
transfers of transferred options shall be prohibércept those in accordance with the first serefi¢his Section 7(h). The Committee
may, in its discretion, amend the definition ofdithie Transferees to conform to the coverage rolé=orm S-8 under the Securities Act of
1933 or any comparable Form from time to time fief Following transfer, any such options shatitoae to be subject to the same
terms and conditions as were applicable immedigigbtr to transfer. The events of Termination offfayment of Sections 7(e), 7(f) and 7
(9) hereof shall continue to be applied with respethe original Participant, following which tleptions shall be exercisable by the
transferee only to the extent, and for the pergmixified, in Sections 7(e), 7(f) and 7(g). The @Guttee may delegate to a committee
consisting of employees of the Company the authésiiuthorize transfers, establish terms and ¢mmdi upon which transfers may be
made and establish classes of options eligibleattster options, as well as to make other deteniimawith respect to option transfe

(i) Elective Deferral.

(i) Notwithstanding anything herein to the contrahe Committee, in its sole discretion, may prewvidat a Participant may elect
to defer delivery of the proceeds of exercise ofiaexercised Option, provided that such electidn eccordance with rules which
may be established by the Committee, is irrevocabteis made (A) at least two years (or such shpegod as may be determined by
the Committee) prior to the date that such Optitrewvise would expire and (B) at least one yeas(mh shorter period as may be
determined by the Committee) prior to the date sDption is exercised. Upon such exercise, the atndefierred shall be credited, at
the date of exercise, to a deferred compensatioouat pursuant to a deferred compensation agredmeémneen the Participant and
Company, and shall be payable at such time or tamesn such manner as shall be provided in suokeagent, provided that the date
as of which payment shall be made or payments sbaimence shall be not less than two years (or shiatter period as may be
determined by the Committee) subsequent to theafatrercise, but not later than the first dayhaf third month following the
Participan’s Termination of Employmen

(i) Each Participant shall have the status of megal unsecured creditor of the Company with resfoelis or her deferred
compensation account, and such account constéutgsre promise by the Company to make paymentsresibect theretc

(i) A Participant’s right to benefit payments werdhe Plan with respect to his or her deferredmamsation account may not be
anticipated, alienated, sold, transferred, assigpledged, encumbered, attached or garnished bijtere of the Participant or the
Participan’s beneficiary and any attempt to do so shall bd.

8. Terms and Conditions of Stock Appreciation Rights

(a) Grants.The Committee also may grant (i) a Stock AppresciafRight independent of an Option or (ii) a Stogkpleciation Right in
connection with an Option, or a portion thereofS#dck Appreciation Right granted pursuant to clgiisef the preceding sentence (A) may
granted at the time the related Option is grantest any time prior to the exercise or cancellatibthe related Option, (B) shall cover the s:
Shares covered by an Option (or such lesser nuails&nares as the Committee may determine) andn@})Ise subject to the same terms and
conditions as such Option except for such additibmétations as




are contemplated by this Section 8 (or such additibmitations as may be included in an Award agnent).

(b) Terms.The exercise price per Share of a Stock Apprecidight shall be an amount determined by the Cotemibut in no event sh
such amount be less than the greater of (i) theNfaiiket Value of a Share on the date the Stockrégiption Right is granted or, in the case of
a Stock Appreciation Right granted in conjunctiathvan Option, or a portion thereof, the OptioncBrof the related Option and (ii) an amount
permitted by applicable laws, rules, by-laws oligies of regulatory authorities or stock exchang&sh Stock Appreciation Right granted
independent of an Option shall entitle a Particigarexercise the Stock Appreciation Right in whoten part and, upon such exercise, to
receive from the Company an amount equal to (ietteess of (A) the Fair Market Value on the exerdiate of one Share over (B) the exer
price per Share, times (ii) the number of Share®iEm by the portion of the Stock Appreciation Righ exercised. Each Stock Appreciation
Right granted in conjunction with an Option, oratpn thereof, shall entitle a Participant to smader to the Company the unexercised Option,
or any portion thereof, and to receive from the @any in exchange therefor an amount equal to ¢ietltess of (A) the Fair Market Value on
the exercise date of one Share over (B) the Oftiice per Share, times (ii) the number of Shareereul by the Option, or portion thereof,
which is surrendered. The date a notice of exeisiseceived by the Company shall be the exerase. dPayment shall be made in Shares or in
cash, or partly in Shares and partly in cash, vhatesuch Fair Market Value, all as shall be deieechby the Committee. Stock Appreciation
Rights may be exercised from time to time uponalateceipt by the Company of written notice of stating the number of Shares with
respect to which the Stock Appreciation Right isgeexercised. No fractional Shares will be issirepayment for Stock Appreciation Rights,
but instead cash will be paid for a fraction othé Committee should so determine, the numbehafé&® will be rounded downward to the r
whole Share.

(c) Limitations. The Committee may impose, in its discretion, sumhditions upon the exercisability or transferapitf Stock
Appreciation Rights as it may deem fit.

(d) Limited Stock Appreciation RighfEhe Committee may grant LSARSs that are exercisapts the occurrence of specified contingent
events. Such LSARs may provide for a different madtbf determining appreciation, may specify thatpant will be made only in cash and
may provide that any related Awards are not exabdéswhile such LSARs are exercisable. Unless tiiéext otherwise requires, whenever the
term “Stock Appreciation Right” is used in the Blaach term shall include LSARSs.

9. Other Stock-Based Awards

(a) Generally.The Committee, in its sole discretion, may granta#ds of unrestricted Shares, Restricted Stock iRt Stock Units and
other Awards that are valued in whole or in partéfgrence to, or are otherwise based on the Faik& Value of, Shares (collectivelyQther
Stock-Based Awards”). Such Other Stock-Based Awahddl be in such form, and dependent on such tiondj as the Committee shall
determine, including, without limitation, the rigtat receive one or more Shares (or the equivakestt galue of such Shares) upon the
completion of a specified period of service, thewtence of an event and/or the attainment of perdoce objectives. Other Stock-Based
Awards may be granted alone or in addition to amgioAwards granted under the Plan. Subject tgtheisions of the Plan, the Committee
shall determine to whom and when Other StBelsed Awards will be made; the number of Sharéstawarded under (or otherwise relatec
such Other Stock-Based Awards; whether such OtteekSBased Awards shall be settled in cash, Sharascombination of cash and Shares;
and all other terms and conditions of such Awanddding, without limitation, the vesting provisis thereof).

(b) Performance-Based Awarddotwithstanding anything to the contrary hereintaia Other Stock-Based Awards granted under this
Section 9 may be granted in a manner that will Entide Company to deduct any amount paid by the 2oy under Section 162(m) of the
Code (or any successor section thereto) (“Perfocerdased Awards”). A Participant’s Performance-Badward shall be determined based
on the attainment of one or more m&tablished, objective performance goals estaldighariting by the Committee, for a performanceipe
established by the Committee, (i) at a time whendiitcome for




that performance period is substantially uncergaid (ii) not later than 90 days after the commerargrf the performance period to which the
performance goal relates, but in no event after 5%e relevant performance period has elapsed.pEnformance goals shall be based upon
one or more of the following criteria: (i) earninigsfore or after taxes (including earnings befaterest, taxes, depreciation and amortization);
(ii) net income; (iii) operating income; (iv) eangs per Share; (v) book value per Share; (vi) retur stockholders’ equity; (vii) expense
management; (viii) return on investment beforefterahe cost of capital; (ix) improvements in dapstructure; (x) profitability of an
identifiable business unit or product; (xi) mairdene or improvement of profit margins; (xii) stqukce; (xiii) market share; (xiv) revenues or
sales; (xv) costs; (xvi) cash flow; (xvii) workirmgpital; (xviii) changes in net assets (whethemarmultiplied by a constant percentage
intended to represent the cost of capital); and) paturn on assets. The foregoing criteria magteeto the Company, one or more of its
Affiliates or one or more of its divisions, unitajnority investments, partnerships, joint ventuggeduct lines or products or any combination
of the foregoing, and may be applied on an absdlasés and/or be relative to one or more peer gecoappanies or indices, or any combination
thereof, all as the Committee shall determine dditéon, to the degree consistent with Section &§2{f the Code (or any successor section
thereto), the performance goals may be calculatdtbut regard to extraordinary items or accountthgnges. The maximum amount of a
Performance-Based Award to any Participant witipeesto a fiscal year of the Company shall be $5@@0. The Committee shall determine
whether, with respect to a performance periodattigicable performance goals have been met withexddo a given Participant and, if they
have, to so certify and ascertain the amount offfdicable Performance-Based Award. No Performdased Awards will be paid for such
performance period until such certification is mégeahe Committee. The amount of the PerformancgeBaAward actually paid to a given
Participant may be less than the amount deternbigetle applicable performance goal formula, atdiseretion of the Committee. The amount
of the Performance-Based Award determined by tham@ittee for a performance period shall be paich#Rarticipant at such time as
determined by the Committee in its sole discretiiar the end of such performance perjpaivided, howeverthat a Participant may, if and
the extent permitted by the Committee and condistéh the provisions of Section 162(m) of the Coelect prior to the commencement of the
relevant services to defer payment of a Performd@ased Award.

(c) Terms and Conditions of Restricted Stock and RestriStock Units.

(i) Grant.Each grant of Restricted Stock and Restricted Stérdks shall be evidenced by an agreement in fggpraved by the
Committee. The vesting of a Restricted Stock Awar&estricted Stock Unit granted under the Plan begonditioned upon the
completion of a specified period of employment vitte Company or an Affiliate, upon attainment cécfied performance goals, and/or
upon such other criteria as the Committee may deter in its sole discretiol

(i) Receipt of Restricted Stodks soon as practicable after an Award of Restri@extk has been made to a Participant, there lsdall
registered in the name of such Participant ormdminee the number of Shares of Restricted Stoekwswded. Except as provided in the
applicable agreement, no Shares of Restricted Stagkbe assigned, transferred or otherwise encledlmrdisposed of by the Participant
until such Shares have vested in accordance watlettms of such agreement. If and to the extentligeapplicable agreement so provic
a Participant shall have the right to vote andikecdividends on the Shares of Restricted Stocktgdato him or her under the Plan. Un
otherwise provided in the applicable agreement,Simres received as a dividend on such Restri¢texk $r in connection with a stock
split of the Shares of Restricted Stock shall Hgestt to the same restrictions as the RestrictedkS

(i) Payments Pursuant to Restricted Stock URsstricted Stock Units may not be assigned, traresfeor otherwise encumbered or
disposed of by the Participant until such Restd&#ock Units have vested in accordance with thrageof the applicable agreement. Upon
the vesting of the Restricted Stock Unit (unle€xeéerral Election has been made), certificatesStuares shall be delivered to the
Participant or his legal representative on thebasiness day of the calendar quarter in which sesking event occurs or as soon
thereafter as practicable, in a number equal t&theres covered by the Restricted Stock Unit. Ai¢pant may elect to defer receipt of
certificates (¢ Deferral Electio”)




beyond the vesting date for a specified periodnit & specified event, subject to the Committegproval and to such terms as are
determined by the Committee in its discretion, jufed that any such Deferral Election is made atleae year (or such shorter period as
may be determined by the Committee) prior to thte da which the Restricted Stock Unit would v

(iv) Effect of Termination of Employment or Dedtlpon a Termination of Employment by reason of deBikability or Retirement
after the first anniversary of the date of the Advaf Restricted Stock or Restricted Stock Units, estricted Stock or Restricted Stock
Units shall immediately vest in full and all restidbns on such Awards shall terminate. Upon a Teatiwn of Employment for any reason
other than death, Disability or Retirement, a aréint’s unvested Restricted Stock and Restrictedk3Units shall be forfeited.
Notwithstanding the foregoing, the Committee mayifs sole discretion, either by prior written agmeent with the Participant or upon |
occurrence of a Termination of Employment, accédettae vesting of unvested Restricted Stock orriéstl Stock Units held by the
Participant if such Participant’s Termination of floyment is without “cause” (as such term is dediby the Committee in its sole
discretion) by the Compan

10.  Adjustments Upon Certain Events

Notwithstanding any other provisions in tHarPo the contrary, the following provisions shebply to all Awards granted under the Plan:

(a) Generally.In the event of any change in the outstanding Shafter the Effective Date by reason of any Shareehd or split,
reorganization, recapitalization, merger, consoiaa split-up, spineff, combination or exchange of Shares or othepaxate exchange,
any distribution to stockholders of Shares othanttegular cash dividends, the Committee shall nsaké substitution or adjustment, if
any, as it, in its sole discretion and without iiig§pto any person, deems to be equitable to pmegebstantial dilution or enlargement of
rights granted to Participants, as to (i) the nundoekind of Shares or other securities issueeserved for issuance pursuant to the Ple
pursuant to outstanding Awards, (ii) the OptiorcBrand/or (iii) any other affected terms of suchafas.

(b) Change in Controlln the event of a Change in Control, Awards gramnteder the Plan shall accelerate as follows: @heaption
and Stock Appreciation Right shall become immetijatested and exercisablgrovided, howeverthat if such Awards are not exercised
prior to the date of the consummation of the Chandeontrol, the Committee, in its sole discretamd without liability to any person, m
provide for (A) the payment of a cash amount innexge for the cancellation of such Award and/ortfi)issuance of substitute Awards
that will substantially preserve the value, rightsl benefits of any affected Awards (previouslyntggd hereunder) as of the date of the
consummation of the Change in Control; (ii) resitvics on Awards of restricted shares shall lapsd;(@i) Other StockBased Awards shi
become payable as if targets for the current pesiek satisfied at 1009

11. No Right to Employment

The granting of an Award under the Plan singtlose no obligation on the Company or any Affdito continue the employment of a
Participant and shall not lessen or affect the Caamg{s or Affiliate’s right to terminate the employmt of such Participant.

12.  Successors and Assigr

The Plan shall be binding on all successndsassigns of the Company and a Participant, imefydvithout limitation, the estate of such
Participant and the executor, administrator orté®f such estate, or any receiver or trusteamkiuptcy or representative of the Participant’s
creditors.

13.  Nontransferability of Awards

Except as provided in Section 7(h) of thenP&n Award shall not be transferable or assignbypline Participant otherwise than by will or
by the laws of descent and distribution. During lifegime of a




Participant, an Award shall be exercisable onlgbgh Participant. An Award exercisable after thatldef a Participant may be exercised by
the legatees, personal representatives or disteisutf the Participant. Notwithstanding anythinghe contrary herein, the Committee, in its
sole discretion, shall have the authority to wahie Section 13 or any part thereof (except wikpezt to ISOSs) to the extent that this
Section 13 or any part thereof is not required utige rules promulgated under any law, rule or l&ipn applicable to the Company.

14. Amendments or Termination

The Board or the Committee may amend, alter omditicue the Plan, but no amendment, alteratiorismodtinuation shall be made whi
(a) without the approval of the stockholders of @@mpany, would (except as is provided in Sectidmflthe Plan), increase the total number
of Shares reserved for the purposes of the Plahamge the maximum number of Shares for which Awardy be granted to any Participar
(b) without the consent of a Participant, would &m@any of the rights or obligations under any Awvereretofore granted to such Participant
under the Plamprovided, howeverthat the Board or the Committee may amend the Blauch manner as it deems necessary to perenit th
granting of Awards meeting the requirements ofGoele or other applicable laws. Notwithstanding Bimg to the contrary herein, neither the
Committee nor the Board may amend, alter or discoatthe provisions relating to Section 10(b) & Blan after the occurrence of a Chang
Control.

15. International Participants

With respect to Participants who reside orknautside the United States of America and whonate(and who are not expected to be)
“covered employees” within the meaning of Secti6@(in) of the Code (or any successor section thgridte Committee may, in its sole
discretion, amend the terms of the Plan or Awaritls mespect to such Participants in order to canfsuch terms with the requirements of I
law.

16. Choice of Law

The Plan shall be governed by and constme@at¢ordance with the laws of the State of Delaapgdicable to contracts made and to be
performed in the State of Delaware.

17. Effectiveness of the Plar

The Plan, as amended and restated, shall be g#egiof April 27, 2004, upon its approval by tteckholders at the 2004 Annual Meeti






Form of Employee Non-Qualified Stock Option and Resicted Stock Grant Agreement for the Amended and Rstated 2001 Moody’s
Corporation Key Employees’ Stock Incentive Plan

Exhibit 10.2
[Moody’s Corporation Letterhead]
, 2004
Dear [Name]:
Congratulations! | am pleased to inform yoattie Board of Directors of Moody’s CorporatioM@ody’s”) awarded you stock
options with an exercise price of US$ and restricted shares on [date]. This lettalimes the key terms and conditions of your equity

award. After reading this letter, please sign aycamd return it to in Human Resources.

Your equity award is subject to the terms eodditions of the 2001 Moody’s Corporation Key Eny#es’ Stock Incentive Plan (the
“Plan™). A copy of the Plan, as well as the oridipeospectus relating to the offering of shareMobdy’s stock pursuant to the Plan, are
enclosed with this letter.

Moody’s has engaged Charles Schwab & ComparnfePlan administrator. Each Moody’s associate rebeived an equity award will be
provided with a Charles Schwab on-line brokeragmamt, at no cost to the associate, through whicbdy’s stock options may be exercised
and in which shares will be delivered when redtitg on your restricted shares lapse. You are glya@ncouraged to promptly complete the
enclosed application form from Charles Schwab Epg#oStock Plan Services in order to open the ad¢cducopy of that information may be
obtained on MoodysNet under the headings “Humamiess — Equity Awards.” Once you exercise youiam® and purchase shares, or the
restrictions on your restricted shares lapse, yay transfer your shares to another brokerage atooueave them in your Schwab account.

Your Equity Award

Your equity award provides you with an equitgke in Moody’s through a combination of stocki@pg and restricted shares and an
opportunity for long-term capital appreciationptovides a direct link between an associate’s lisnafid increases in stockholder value.

Details of Your Stock Option Grant

Your options give you the right to buy Moodygstock at a fixed price in the future. This idexthe exercise price. The value of your opt
is tied directly to the stock market price of Mo&lgtock during the life span of the options. Tlghler the stock price rises in the future, the
more valuable your options become.

Your stock option grant is a grant of non-dfied stock options, which expires 10 years after date of grant (date), or upon your
termination of employment, if earlier.




The terms of the Plan notwithstanding, for purpaxfasis equity award, Termination of Employmentlwitcur on the date when you are no
longer actively employed by the Company or an Afd and will not be extended by any notice pen@hdated under local law.

Subject to your continued employment, youiap will vest and become exercisable with respe@6% of the shares on each of the first,
second, third and fourth anniversaries of the datgant, so that your options will be 100% vesied exercisable after the fourth anniversary
of the date of grant, as set forth in the followstedule:

Timeframe from Date of Grant

(Vesting Date) Vesting Cumulative Vesting
[date] (1 year 25% 25%
[date] (2 years 25% 50%
[date] (3 years 25% 75%
[date] (4 years 25% 100%

You may exercise all or a portion of your op8 to purchase shares, to the extent vesteds éikdd exercise price at any time after vesting
commences and on or before the expiration date)datirther information on how to exercise youriapd and pay the exercise price is set
forth in the enclosed informational brochure.

Details of Your Restricted Stock Grant

Your restricted shares provide you with afl tights of a shareholder from the date of grariuding the right to receive any dividends and
to vote your restricted shares. However, until sirole as your restricted stock vests, the shargsnmogbe assigned, alienated, pledged,
attached, sold or otherwise transferred or encuetbley you otherwise than by will or by the lawsdescent and distribution, and any such
purported assignment, alienation, pledge, attachrsate, transfer or encumbrance will be void anenfiorceable against Moody’s. Note that
dividends will be subject to the same restrictiaaghe shares to which they relate and will be mctated and paid, without interest, when the
underlying shares vest. In the event of a stocik, spstock dividend or similar change in Moodytsck, your restricted shares will be adjusted
as determined by the Committee under the Plan.

If you are an employee who, as of the datgrafit, does not participate in the Company’s ExeelwrRerformance Incentive Compensation
(“EPIC”) bonus plan and who is not a Moody’s KMV Keging Director, subject to your continued emplogimgour restricted stock will vest
with respect to 25% of the shares on each of tg Eecond, third and fourth anniversaries ofdéte of grant, so that your restricted grant




will be 100% vested after the fourth anniversaryhef date of grant, as set forth in the followichedule:

Timeframe from Date of Grant

(Vesting Date) Vesting Cumulative Vesting
[date] (1 year 25% 25%
[date] (2 years 25% 50%
[date] (3 years 25% 75%
[date] (4 years 25% 10C%

If you are an employee who, as of the datgrafit, does participate in the Company’s EPIC batas (including “covered employees” as
defined in Section 162(m) of the U.S. Internal RewxeCode, as amended) or you are a Moody’s KMV MargaDirector, subject to your
continued employment, your restricted stock wikw® the extent that the Company has achievedingrerformance goals. The vesting of
shares in any one year will be expressed as aqtageof the “Target Shares” (equal to 25% of thmalber of restricted shares granted to you),
on the applicable vesting date as set forth ifdHewing schedule:

Annual Operating Income Growth % of Target Shares Vesting
Lessthan _ 9 50%
Between __ % and __ % (Inclusiv 10C%
More than _ % 15C%

In addition, if your restricted stock is not fulgsted on the fifth anniversary of the date of granch restricted stock will vest in full on the
fifth anniversary of the date of grant regardlebg/loether the performance goals described above bagn achieved. In any event, no more
than 100% of the restricted shares granted to fiall gest regardless of whether the performancésduave been achieved.

Transferability of Options and Restricted Shares

Neither your options nor restricted shares mapssigned, alienated, pledged, attached, satherwise transferred or encumbered by you
otherwise than by will or by the laws of descerd distribution, and any such purported assignnaignation, pledge, attachment, sale,
transfer or encumbrance will be void and unenfdseagainst Moody’s. During your lifetime, your @pts are exercisable only by you.




Nature of the Grar
In accepting the grant, you acknowledge that:

(1) the Plan is established voluntarily by Mg, it is discretionary in nature and it may bedified, suspended or terminated by Moody’s
at any time, as provided in the Plan and thistgtte

(2) the equity award is voluntary and occaai@nd does not create any contractual or othét t@receive future equity award grants, or
benefits in lieu of equity awards, even if equityaads have been granted repeatedly in the past;

(3) all decisions with respect to future eguaitvards, if any, will be at the sole discretiorMidody’s;

(4) your participation in the Plan shall netate a right to further employment with your enygloand shall not interfere with the ability of
your employer to terminate your employment relagltp at any time with or without caus

(5) you are voluntarily participating in thé&aP,

(6) the equity award is an extraordinary itieat does not constitute compensation of any kimégérvices of any kind rendered to Moody’s
or to your employer, and which is outside the saafpgour employment contract, if any;

(7) the equity award is not part of normakgpected compensation or salary for any purposiding, but not limited to, calculating any
severance, resignation, termination, redundanay péservice payments, bonuses, l@sggvice awards, pension or retirement benefit$noitar
payments;

(8) in the event that you are not an emplayfeddoody’s Corporation, the equity award will na mterpreted to form an employment
contract or relationship with Moody’s Corporati@md furthermore, the equity award will not be ipteted to form an employment contract
with any subsidiary or affiliate of Moody’s Corpadian;

(9) the future value of the underlying shasasnknown and cannot be predicted with certainty;
(10) if the underlying shares do not increiasealue, the options will have no value;

(112) if you exercise your options and obtdiares, the value of those shares acquired upocisganay increase or decrease in value, even
below the fixed exercise price;

(12) no claim or entitlement to compensatiod@amages arises from termination of the equityrdyar diminution in value of the equity
award or the shares




acquired through the equity award, and you irrelsgceelease Moody’s and your employer from any stleim that may arise; and

(13) notwithstanding any terms or conditiofishe Plan to the contrary, in the event of invaéug termination of your employment, your
right to receive equity awards and vest in suchrdsvander the Plan, if any, will terminate effeetas of the date that you are no longer
actively employed and will not be extended by aatiae period mandated under local law (e.g., adivployment would not include a period
of “garden leave” or similar period pursuant todblaw); furthermore, in the event of involuntaeyrnination of employment, your right to
exercise the options or take delivery of your ietgd shares after termination of employment, if,amill be measured by the date of
termination of your active employment and will et extended by any notice period mandated undat law.

Responsibility for Taxes

Regardless of any action Moody’s or your erypidakes with respect to any or all income taxjadnsurance, payroll tax or other tax-
related withholding (“Tax-Related Items”), you ackviedge that the ultimate liability for all Tax-R¢dd Items legally due by you is, and
remains, your responsibility and that Moody’s amgfour employer (1) make no representations or ttakimgs regarding the treatment of any
Tax-Related Items in connection with any aspect ofettpgity award, including the grant of the equity adyahe vesting of the equity award,
exercise of the options, the subsequent sale oéstaquired pursuant to the equity award andebeipt of any dividends; and (2) do not
commit to structure the terms of the equity awardry aspect of the equity award to reduce or elat@ your liability for Tax-Related Items.

Prior to exercise of the options or the vestifirestricted shares, you agree to pay or makguate arrangements satisfactory to Moody’s
and/or your employer to satisfy all withholding iglaitions of Moody’s and/or your employer. In thégard, you authorize Moody/and/or you
employer to withhold all applicable Tax-Relatedhtelegally payable by you from your wages or otteesh compensation paid to you by
Moody’s and/or your employer or from proceeds & $ale of the shares. Alternatively, or in additibpermissible under local law, Moody’s
may (1) sell or arrange for the sale of sharesytbatacquire to meet the withholding obligation T@x-Related Iltems, and/or (2) withhold in
shares, provided that Moodyonly withholds the amount of shares necessasgtiefy the minimum withholding amount. Finally,uyshall pa)
to Moody'’s or your employer any amount of Tax-Rethttems that Moody’s or your employer may be regpito withhold as a result of your
participation in the Plan that cannot be satisigdhe means previously described. Moody’s maysetfo deliver the shares if you fail to
comply with your obligations in connection with thex-Related Items as described in this section.




Income Tax Consequences
You should consult your own tax advisor congay the tax implications of the Plan and your gégaivard.
Data Privacy

You hereby explicitly and unambiguously consethéccollection, use and transfer, in electronicotiner form, of your personal data as
described in this document by and among, as apggisgour employer and Moodyand its subsidiaries and affiliates for the esole purpos
of implementing, administering and managing youtipgpation in the Plan.

You understand that Moody’s and your employer keltiain personal information about you, includitgit not limited to, your name,
home address and telephone number, date of botlialinsurance number or other identification nuenpbsalary, nationality, job title, any
shares of stock or directorships held in Moody&stails of all options or any other entitlement tmees of stock awarded, canceled, exercised,
vested, unvested or outstanding in your favorterpurpose of implementing, administering and ngamthe Plan (“Data”). You understand
that Data may be transferred to any third partiesiating in the implementation, administration ananagement of the Plan (such as Charles
Schwab), that these recipients may be locatedim gountry or elsewhere, and that the recipientsictry may have different data privacy
laws and protections than your country. You underdtthat you may request a list with the namesaatatesses of any potential recipients of
the Data by contacting your local human resouragzresentative. You authorize the recipients toivecgossess, use, retain and transfer the
Data, in electronic or other form, for the purposg#amplementing, administering and managing yoantipipation in the Plan, including an
requisite transfer of such Data as may be requtced broker or other third party with whom you nmelgct to deposit any shares of stock
acquired through your equity award. You understtrat Data will be held only as long as is necesgarynplement, administer and manage
your participation in the Plan. You understand thrati may, at any time, view Data, request additieam@rmation about the storage ai
processing of Data, require any necessary amendmeridata or refuse or withdraw the consents hergithout cost to you, by contacting
writing your local human resources representativeu understand, however, that refusing or withdregwour consent may affect your ability
to participate in the Plan. For more information tre consequences of your refusal to consent didwatval of consent, you understand that
you may contact your local human resources reprasies.

Governing Law, Documents and Severability

This equity award is made in the state of Bal@ and is governed by, and subject to, the lduwiseostate of Delaware applicable to
contracts made and to be




performed in the state of Delaware, as providetthiénPlan, and the requirements of the New YorkISEBahange as well as the terms and
conditions set forth herein.

If you have received this letter or any ottlecument related to the Plan translated into alagg other than English, and if the translated
version is different than the English version, Eraglish version will control.

The terms and conditions provided herein averable and if any one or more provisions arerdeted to be illegal or otherwise
unenforceable, in whole or in part, the remainingvfsions shall nevertheless be binding and enfdyige

Exercise and Share Issuance Restrictions

Moody’s has the right to restrict or otherwilday the issuance of stock in connection withryemuity award until the requirements of any
applicable laws or regulations and any stock exgharquirements have, in Moody’s judgment, beeisfgad in full. Moody's also has the
right to refuse to issue or transfer any stock uatige Plan if, in Moodys judgment, such issuance or transfer might vidateapplicable law «
regulation.

-
If you have any questions regarding this ame-tgrant, please contact your Human Resourceeseptative.

Sincerely,

Moody’s Corporation

| hereby accept and agree to the foregoing ternisi®equity award.

Signature

Name

Date






Form of Non-Employee Director Restricted Stock Grah Agreement for the 1998 Moody’s Corporation Non-Enployee Directors’ Stock
Incentive Plan

Exhibit 10.:
[Date]

[Director Name]
[Director Address]

Re: Restricted Stock Award
Dear [Name]:

This letter agreement (the “Agreement”) camsghe terms and conditions under which the Coramitias granted to you (the “Directordl
of [date] and pursuant to the 1998 Moody’'s CorgoraNon-Employee Directors’ Stock Incentive Plaa fanended and Restated as of
April 23, 2001) (the “Plan”), shares of Common &tdihe “Shares”) of Moody’s Corporation (the “Conmyd) in order to encourage you to
continue in the service of the Company as a nonleyep director.

1. Definitions. When used herein, the followterms shall have the following meanings:

(a) “Restrictions” means those restrigsion the Shares as set forth in Section 3(c).

(b) Any terms not defined in this Agreerhshall have the meaning provided in the Plan.
2. The Shares.

The Shares consist of shaféseoCommon Stock of the Company which the Comgaas/issued to the Director as of the date
hereof in consideration for Director’s servicesaason-employee member of the Board of DirectothefCompany, and shall also include any
new, additional or different securities the Direattay become entitled to receive with respect thsshares by virtue of a stock dividend or
split, reorganization, recapitalization, mergemsmlidation, spin-off, combination or exchange ledi®s or other corporate exchange, or similar
change affecting the Common Stock pursuant to &e&ja) of the Plan.

3. Registration of Shares; Restrictions. Setiije the provisions of Section 5,

(a) The Shares shall be registered im#imee of the Director as soon as practicable #ftedate hereof.




(b) The Shares registered in the nantheoDirector shall be maintained in a book entrgifion account at the Compasytransfer ager
The Bank of New York, and the Director shall theren be a stockholder and have all the rights dabekiiolder with respect to such Shares
except as otherwise provided in paragraph (c)isf$ection 3 and in Section 5, including full vetinghts and the right to receive all dividends
or other distributions made or paid with respeduoh Shares; provided, however, that such Shanelsany new, additional or different
securities the Director may become entitled to ikecwith respect to such Shares by virtue of sigidend, recapitalization, reorganization or
similar change affecting the Common Stock purst@i@ection 9(a) of the Plan, shall be subject éoRlestrictions described or referred to in
this Section 3.

(c) Prior to their release from the Riefibns as provided in Section 4, all Shares hetdf in respect of the Director may not be sold,
transferred, pledged, assigned, or otherwise eneterdtor disposed of by the Director.

4. Release of Shares from Restrictions.

(a) Subject to the provisions of paragrép of this Section 4, the Restrictions shallsseto apply to the Shares awarded to the Director
according to the following schedule or, if earliepon the first anniversary of the Director’s Ratirent, death or Disability; provided, however,
that release from the Restrictions of any or alii8h may be accelerated at the direction and isdleediscretion of the Committee.

Vesting Schedule

Release Dat Percent of Shares Release

33 1/%%
331/%
33 1/%%

(b) Upon the termination of the Directservice as a nhon-employee director of the Comfargny reason other than the Director’s
death or Disability, any Shares which remain sulfjiethe Restrictions at such time shall be foef@iby the Director to the Company, and the
Director shall promptly return such Shares to tlhenPany, unless the Committee shall otherwise déterm

5. Election to Defer Receipt of Restrictedc&tdrhe Director may elect to defer the receipgame or all of the Shares by filing a written,
irrevocable, election to that effect with the Compaot less than one year prior to the date on lwifie restrictions lapse pursuant to Section 4
above, identifying the portion of the Shares theeigt of which he elects to defer, and specifyimg period of deferral and the time at which or
event upon which the deferred portion of the Shahedl be distributed to the Director. Any Sharéthwespect to which such a deferral
election is made shall be contributed to a gratradsbi” trust established by the Company priorhie tlate on which the restrictions lapse.
Paragraphs (a) and (b) of Section 3, above, sbalpply to any of the Shares to which such deffeteztion relates. However, the vesting
schedule and forfeiture provisions of Section 4igtentinue to apply to any such Shares.
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6. Designation of Beneficiaries. Director nfég with the Company a written designation of aéfciary or beneficiaries under this
Agreement and may from time to time revoke or cleasugy such designation of beneficiary. Any desigmadf beneficiary under this
Agreement shall be controlling over any other dgspon, testamentary or otherwise; provided, howgthat if the Committee shall be in doubt
as to the entitlement of any such beneficiary tp dimidends or other rights under this Agreemem, Committee may determine to recognize
only the legal representative of the Director, iniehh case the Company, the Committee and the mentibereof shall not be under any further
liability to anyone.

7. Governing Law. The interpretation, perfono@and enforcement of this Agreement and any thspar controversies arising with respect
to the transactions contemplated herein, shalldvemped by the laws of the State of New York, pexgive of New York’s choice-of-law
principles that would apply the law of any otheigdiction.

8. Taxes. The Company may, in its discretinake such provisions and take such steps as itde@y necessary or appropriate for the
withholding of all federal, state, local and otlexes required by law to be withheld with respedssuance or vesting of any Shares including,
but not limited to, deducting the amount of anylsuithholding taxes from any other amount thenhere¢after payable to the Director, or
requiring the Director or the beneficiary or leggbresentative of the Director, to pay to the Comyghe amount required to be withheld or to
execute such documents as the Company deems ngoasdasirable to enable it to satisfy its withiiab obligations.

9. Election under Section 83(b).

If the Director makes the election permittedier Section 83(b) of the Internal Revenue CodE986, as amended, he shall notify the
Company of such election within 10 days of filifg thotice of election with the Internal Revenueviger.

10. Governance by Compensation and Benefitsrflittee.

The Committee’s decisions as to the meanifigsrms used in this Agreement and as to whetheetients or conditions described in this
Agreement have been satisfied shall be final andibg upon the Director and the Director’s succesaod representatives. Without limiting
the generality of the foregoing, the Committee lshave the power to determine, for purposes of Agigeement, when a termination of service
as a non-employee director shall have occurredtf@@ommittee’s decision shall be final and bigdipon the Director and the Director’s
successors and representatives.

11. Period of Service.

Director will, except in the event of his artearlier death or Disability, serve the Compasipa anember of its Board for such term as he or
she has been, and may hereafter be, elected, prbthdt although Director may agree to stand feleion to the Board after the date hereof,
he or she is under no obligation to do so and th@@ny is under no obligation to submit his orieme for reelection by the stockholders.

Please acknowledge your agreement to the dorgdn the space provided below.
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Very truly yours,

ACCEPTED AND AGREED:







Exhibit 10.¢

2004 MOODY’S CORPORATION
COVERED EMPLOYEE CASH INCENTIVE PLAN

1. Purpose of the Plar

The purpose of the Plan is to advance tregasts of the Company and its stockholders by ghogiincentives in the form of periodic cash
bonus awards to certain management employees @fdhmpany and its Subsidiaries, thereby motivatinthsemployees to attain performance
goals established pursuant to the Plan.

2. Definitions

The following capitalized terms used in tHarFPhave the respective meanings set forth inSbkigtion:
(@) Act:  The Securities Exchange Act of 1934, as ansymaeany successor thereto.
(b) Award: A periodic cash bonus award granted pursuatite Plan.
(c) Beneficial Owner: As such term is defined in Rule 13d-3 underAlat (or any successor rule thereto).
(d) Board: The Board of Directors of the Company.

(e) Change in Control:  The occurrence of any of the following events:

(i) any “Person” as such term is used in Sectiof}l&nd 14(d) of the Act (other than the Compamy, taustee or other fiduciary
holding securities under an employee benefit pfahe@ Company, or any company owned, directly directly, by the stockholders
the Company in substantially the same proportienheir ownership of stock of the Company), becothesBeneficial Owner,
directly or indirectly, of securities of the Compyarpresenting 20% or more of the combined votioggr of the Company’s then
outstanding securitie

(i) during any period of twenty-four months (natluding any period prior to the Effective Date)dividuals who at the
beginning of such period constitute the Board, amgl new director (other than (A) a director nomélby a Person who has entered
into an agreement with the Company to effect astration described in Sections 2(e)(i), (iii) or) (©f the Plan, (B) a director
nominated by any Person (including the Company) piitaicly announces an intention to take or to agrstaking actions (includin
but not limited to, an actual or threatened proagitest) which if consummated would constitute ar@aain Control or (C) a director
designated by any Person who is the Beneficial @wdieectly or indirectly, of securities of the Cpamy representing 10% or more of
the combined voting power of the Company’s se@sjtivhose election by the Board or nomination fect®n by the Company’s
stockholders was approved in advance by a votélefat two-thirds ( 2/3) of the directors theti &ti office who either were directors
at the beginning of the period or whose electionanination for election was previously so apprqowaghse for any reason to
constitute at least a majority there

(iii) the stockholders of the Company approve agaeor consolidation of the Company with any ott@mporation, other than a
merger or consolidation (A) which would result iretvoting securities of the Company outstanding édiately prior thereto
continuing to represent (either by remaining ounsiag or by being converted into voting securitiéshe surviving entity) more than
50% of the combined voting power of the voting séms of the Company or such surviving entity ¢amsling immediately after such
merger or consolidation and (B) after which no Bersould hold 20% or more of the combined votingvpoof the then outstanding
securities of the Company or such surviving entiy




(iv) the stockholders of the Company approve a pfascomplete liquidation of the Company or an agreet for the sale or
disposition by the Company of all or substantiallyof the Compar’s assets

() Code: The Internal Revenue Code of 1986, as amermteat)y successor thereto.

(g) Committee: The Governance and Compensation CommitteleeoBbard, or any successor thereto or any othemittee
designated by the Board to assume the obligatibtteedCommittee hereunde

(h) Company: Moody’s Corporation, a Delaware corporation.

(i) Covered Employee: An employee who is, or who is anticipated ¢adme, a covered employee, as such term is defined
Section 162(m) of the Code (or any successor setttiereto) and the Treasury Regulations promulgétestunder

() Effective Date: The date on which the Plan takes effect, fisetd pursuant to Section 13 of the Plan.

(k) Participant: A Covered Employee of the Company or anyo8Sitibsidiaries who is selected by the Committgmttcipate in
the Plan pursuant to Section 4 of the P

() Performance Period: The calendar year or any other period thaCtbeamittee, in its sole discretion, may determine.
(m) Person:  As such term is used for purposes of Sect®{d)lor 14(d) of the Act or any successor sectibegeto.

(n) Plan:  The 2004 Moody’s Corporation Covered Emplogash Incentive Plan.

(0) Shares: Shares of common stock, par value $0.01 pareSiof the Company.

(p) Subsidiary: A subsidiary corporation, as defined in Secd@4(f) of the Code (or any successor sectioretbir

3. Administration

The Plan shall be administered by the Conemittr such other persons designated by the BoaedCommittee may delegate its duties and
powers in whole or in part to any subcommitteegb&consisting solely of at least two individualeameare each “non-employee directors”
within the meaning of Rule 16b-3 of the Act (or auccessor rule thereto) and “outside directorshiwithe meaning of Section 162(m) of the
Code (or any successor section thereto) and thesitling Regulations promulgated thereunder. The Ctieenshall have the authority to select
the Covered Employees to be granted Awards un@grlégmn, to determine the size and terms of an Agardject to the limitations imposed
Awards in Section 5 below), to modify the termsaafy Award that has been granted (except for anyifination that would increase the
amount of the Award), to determine the time wherafdg will be made and the Performance Period tchwthiey relate, to establish
performance objectives in respect of such Perfoomd@teriods and to certify that such performanceatbjes were attaineg@rovided,
however, that any such action shall be consistent withejiygicable provisions of Section 162(m) of the €othe Commiittee is authorized to
interpret the Plan, to establish, amend and resaiydrules and regulations relating to the Plad,tarmake any other determinations that it
deems necessary or desirable for the administrafitime Planprovided, howeverthat any action permitted to be taken by the Cdtemnmay
be taken by the Board, in its discretion, to theeeikthat any such action taken by the Board isistent with the applicable provisions of
Section 162(m) of the Code. The Committee may coary defect or omission or reconcile any incdesisy in the Plan in the manner and to
the extent the Committee deems necessary or dissisaty decision of the Committee in the interptieta and administration of the Plan, as
described herein, shall lie within its sole andadin®e discretion and shall be final, conclusive airdling on all parties concerned.
Determinations made by the Committee under the &l not be uniform and may be made selectivelyngnParticipants, whether or not
such Participants are similarly situated. The Cottaaishall have the right to deduct from any paymen




made under the Plan any federal, state, localreigo income or other taxes required by law to itatveld with respect to such payment. To
the extent consistent with the applicable provisiohSections 162(m) of the Code, the Committee dedggate to one or more employees of
the Company or any of its Subsidiaries the authaoitake actions on its behalf pursuant to thePla

4. Eligibility and Participation

The Committee shall designate those perstrasshall be Participants for each Performance BeRarticipants shall be selected from
among the Covered Employees of the Company andfaity Subsidiaries who are in a position to hawveaerial impact on the results of the
operations of the Company or of one or more o$itbsidiaries.

5.  Awards

(a) Performance GoaldA Participant’s Award shall be determined basedhenattainment of one or more pre-established ctilbje
performance goals established in writing by the Guttee, for a Performance Period established byCibamittee, (i) at a time when the
outcome for the Performance Period is substantiaitertain and (i) not later than 90 days afterecbmmencement of the Performance Period
to which the performance goal relates, but in nengafter 25 percent of the relevant Performancm@&®das elapsed. The performance goals
shall be based upon one or more or the followintgrga: (i) earnings before or after taxes (inchglearnings before interest, taxes, depreci
and amortization); (i) net income; (iii) operatimgEome; (iv) earnings per Share; (v) book valueSteare; (vi) return on stockholders’ equity;
(vii) expense management; (viii) return on investirigefore or after the cost of capital; (iv) impeovents in capital structure; (x) profitability
of an identifiable business unit or product; (xidimtenance or improvement of profit margins; (stdck price; (xiii) market share;

(xiv) revenues or sales; (xv) costs; (xvi) cashwvfl¢xvii) working capital; (xviii) changes in nessets (whether or not multiplied by a constant
percentage intended to represent the cost of dppaital (xix) return on assets. The foregoing cidtenay relate to the Company, one or mor

its Subsidiaries or one or more of its divisionsitss partnerships, joint ventures or minority istraents, product lines or products or any
combination of the foregoing, and may be appliedombsolute basis and/or be relative to one oerpeer group companies or indices, or any
combination thereof, all as the Committee shakdwaine. In addition, to the degree consistent Bitletion 162(m) of the Code (or any
successor section thereto), the performance gaajsbm calculated without regard to extraordinagyng. The maximum amount of an Award

to any Participant with respect to a fiscal yeathef Company shall be $5,000,000.

(b) PaymentThe Committee shall determine whether, with respeatPerformance Period, the applicable performauals have been
met with respect to a given Participant and, ifsthave, to so certify in writing and ascertain #msount of the applicable Award. No Awards
will be paid for such Performance Period until sgehtification is made by the Committee. The amairihe Award actually paid to a given
Participant may be less than the amount determigetie applicable performance goal formula (inahgdzero), at the discretion of the
Committee. The amount of the Award determined leyGlommittee for a Performance Period shall be fmafte Participant at such time as
determined by the Committee in its sole discredtiar the end of such Performance Period.

(c) Compliance with Section 162(m) of the Collee provisions of this Section 5 shall be admimexdieand interpreted in accordance with
Section 162(m) of the Code and the Treasury Reguipromulgated thereunder to ensure the dedlitgtiby the Company or its Subsidiaries
of the payment of Awards; provided, however, that Committee may, in its sole discretion, admimigie Plan in violation of Section 162(m)
of the Code.

(d) Termination of Employmernif.a Participant dies, retires, is assigned tofgedint position, is granted a leave of absencé,tbe
Participant’'s employment is otherwise terminateatépt with cause by the Company, as determinetidyCommittee in its sole discretion)
during a Performance Period (other than a Perfocen&eriod in which a Change in Control occurs),carpta share of the Participant’s award
based on the period of actual participation shalpaid to the Participant after the end of thed?arénce




Period if it would have become earned and payadethe Participant’s employment status not changedided, howeveythat the amount of
the Award actually paid to a given Participant rhayless than the amount determined by the appéqadtformance goal formula (including
zero), at the discretion of the Committee.

6. Amendments or Termination

The Board or the Committee may amend, altglistontinue the Plan, but no amendment, alterairadiscontinuation shall be made which
would impair any of the rights or obligations unéay Award theretofore granted to a Participantauride Plan without such Participant’s
consentprovided, howeverthat the Board or the Committee may amend the iRlauch manner as it deems necessary to perengrimnting
of Awards meeting the requirements of Section 1§2(fithe Code or other applicable laws. Notwithdiag anything to the contrary herein,
the Board may not amend, alter or discontinue tbgigions relating to Section 10(b) of the Plareathe occurrence of a Change in Control.

7. No Right to Employment

Neither the Plan nor any action taken hereustiall be construed as giving any Participamtioer person any right to continue to be
employed by or perform services for the Compangror Subsidiary, and the right to terminate the eymplent of or performance of services
any Participant at any time and for any reasopési§ically reserved to the Company and its Subsies.

8. Nontransferability of Awards

An award shall not be transferable or asdignby the Participant otherwise than by will orthg laws of descent and distribution.

9. Reduction of Awards

Notwithstanding anything to the contrary leréhe Committee, in its sole discretion (but abjto applicable law), may reduce any
amounts payable to any Participant hereunder iardadsatisfy any liabilities owed to the Compamyany of its Subsidiaries by the Participi

10.  Adjustments Upon Certain Events

(a) Generally.In the event of any change in the outstanding SHayeeason of any Share dividend or split, readmgdion, recapitalization,
merger, consolidation, spin-off, combination orlexege of Shares or other corporate exchange, odiatripution to stockholders of Shares
other than regular cash dividends, the Committétsisole discretion and without liability to angnson may make such substitution or
adjustment, if any, as it deems to be equitabléy asy affected terms of outstanding Awards.

(b) Change in Controlln the event that (i) a Participant’'s employmerdadgtually or constructively terminated during aeggiiPerformance
Period (the “Affected Performance Periodf)d (ii) a Change in Control shall have occurrethirnithe 365 days immediately preceding the
of such termination, then such Participant shakiee, promptly after the date of such terminatjpsyment pursuant to his or her Award for
Affected Performance Period as if the performaraagfor such Performance Period had been achived0%.

11. Miscellaneous Provisions

The Company is the sponsor and legal obligor utitePlan and shall make all payments hereundegr tlan any payments to be made
any of the Subsidiaries (in which case payment sleainade by such Subsidiary, as appropriate).

The Company shall not be required to estalalisy special or separate fund or to make any atbgregation of assets to ensure the paymen
of any amounts under the Plan, and the Participagtds to the




payment hereunder shall be no greater than thesraflthe Company’s (or Subsidiary’s) unsecuredlitoes. All expenses involved in
administering the Plan shall be borne by the Compan

12. Governing Law

The interpretation, performance and enforegroéthis Plan and any disputes or controversiesing with respect to the transactions
contemplated herein, shall be governed by the t#ise State of Delaware, irrespective of Delawsarioice of law principles that would
apply the law of any other jurisdiction.

13. Effective Date

The Plan shall be effective as of April 2B02.






Exhibit 10.£
Description of Bonus Terms under the Covered Emplage Cash Incentive Plan

The 2004 Moody's Corporation Covered Employee Gasbntive Plan (the “Plan”) provides for annualfpemance-based bonuses to the
Chief Executive Officer and each of the other nameecutive officers.

In the first quarter of each year, the Governamme@ompensation Committee (the “Committee”) essdigls specific quantitative performance
measures for a target level of performance, andmsslifferent percentage weights to each suctopadnce measure. The Committee also
approves a target bonus amount for each executstaal performance under the Plan is measured agtia target performance level in order
to determine the actual payment.

The Committee typically has measured an executiverformance based upon the Company’s earningshaee and operating income.
However, a percentage of the bonus awards of oegtecutives also may be tied to the financialgremfince of the Company’s subsidiaries or
business units.

Under the Plan, award payments are adjusted linbaded on actual performance (determined on waiiggerage results of the performance
measures) relative to the target level of performearccordingly, payment of 100% of an executiaiget bonus is awarded upon attainment
of the target level of performance, with a percgaticrease or decrease in that target bonus t¢entsigith the percentage increase or decrease
relative to the target level of performance.

In determining actual payments under the PlanCiiamittee may reduce, but not increase, an exegsthonus award based on such obje
or subjective criteria as it determines appropriatdwithstanding that executive’s attainment @ pine-established, objective performance
goals.

The Plan was approved by the Company’s stockholatespril 27, 2004, and amounts payable thereuadeintended to qualify as
“performance-based” compensation under Sectionmipaf the Internal Revenue Code.






EXHIBIT 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, John Rutherfurd, Jr., Chief Executive Officerbody’s Corporation, certify that:

1. | have reviewed this quarterly report on Forn-Q of Moody's Corporation

2. Based on my knowledge, this report does not comayjnuntrue statement of a material fact or om#téde a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not migigadth respect to the period covered

by this report

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repa

4. The registrar's other certifying officer and | are responsibledestablishing and maintaining disclosure contasid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresgused such disclosure controls and procedoies designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepal

b) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentthdsimeport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

c¢) Disclosed in this report any change in the regit’s internal control over financial reporting thatooed during the registre s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tegistrant’s internal control over financial
reporting; anc

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial reporting,
to the registrar's auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial reporting which au
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s internal
control over financial reporting

/s/ JOHN RUTHERFURD, JF

John Rutherfurd, J
Chairman and Chief Executive Offic
November 3, 200
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EXHIBIT 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Jeanne M. Dering, Senior Vice President and {Jrigancial Officer of Moody’s Corporation, certifhat:

1. | have reviewed this quarterly report on Forn-Q of Moody's Corporation

2. Based on my knowledge, this report does not comayjnuntrue statement of a material fact or om#téde a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not migigadth respect to the period covered

by this report

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repa

4. The registrar's other certifying officer and | are responsibledestablishing and maintaining disclosure contasid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresgused such disclosure controls and procedoies designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepal

b) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentthdsimeport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

c¢) Disclosed in this report any change in the regit’s internal control over financial reporting thatooed during the registre s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tegistrant’s internal control over financial
reporting; anc

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial reporting,
to the registrar's auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial reporting which au
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s internal
control over financial reporting

/s/ JEANNE M. DERINC

Jeanne M. Derin

Senior Vice President ar
Chief Financial Office!
November 3, 200
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EXHIBIT 32.1

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

In connection with the Quarterly Report of MoodZserporation (the “Company”) on Form 10-Q for theipd ended September 30, 2004 as
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, John Ruthetfulr., Chief 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 requirementse€tion 13(a) of the Securities Exchange Act of412®d

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

/s/ JOHN RUTHERFURD, JF

John Rutherfurd, J
Chairman and Chief Executive Offic
November 3, 200
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EXHIBIT 32.2

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 Quarterly Report of MoodZserporation (the “Company”) on Form 10-Q for theipd ended September 30, 2004 as
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Jeanne M. BgriChief Financial 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 requirementse€tion 13(a) of the Securities Exchange Act of412®d

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

/s/ JEANNE M. DERINC

Jeanne M. Derin

Senior Vice President ar
Chief Financial Office!
November 3, 200
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