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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements

MOODY’S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(Amounts in millions, except per share data)

Three Months Ended

March 31,
2005 2004

Revenue $ 390.t $ 331.c
Expense:!

Operating, selling, general and administra 169.¢ 140.(

Depreciation and amortizatic 8.€ 8.2

Total expense 178.( 148.%

Operating incom: 212t 182.¢

Interest and other n-operating expense, n (5.9 (5.0

Income before provision for income tay 207.: 177.¢

Provision for income taxe 88.€ 74.4
Net income $ 118.7 $ 103t
Earnings per shal

Basic $ 0.7¢ $ 0.6¢

Diluted $ 0.7¢ $ 0.6¢
Weighted average shares outstanc

Basic 149t 149.1

Diluted 153.( 153.1

The accompanying notes are an integral part of¢inelensed consolidated financial statements.
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MOODY'S CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(Dollar amounts in millions, except share and pertsare data)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowances of $14.2005 and $14.6 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
Current liabilities:
Notes payabli
Accounts payable and accrued liabilit
Deferred revenu
Total current liabilities
Non-current portion of deferred reven
Other liabilities
Total liabilities

Contingencies (Note ¢
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s8ares authorized; no shares is:
Series common stock, par value $.01 per shareP@@O0 shares authorized; no sha
issued
Common stock, par value $.01 per share; 400,006s08fks authorized,;
171,451,136 shares issued at March 31, 2005 aneniiesr 31, 200
Capital surplu
Retained earning
Treasury stock, at cost; 21,389,288 and 22,53%hafes of common stock at
March 31, 2005 and December 31, 2004, respect
Other comprehensive incor
Total shareholde’ equity
Total liabilities and sharehold¢ equity

The accompanying notes are an integral part of¢inelensed consolidated financial statements.
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March 31,
2005

777.C
364.¢
63.7

1,205.1

44.¢
59.C
131.¢
69.1
49.C

1,559.(

300.(
238.(
297
835.%

57.i
171.2

1,064.:

$

1.7
177.¢
1,046.¢

(739.5)
8.C

494.¢

1,559.(

$

$

$

$

December 31
2004

606.1
358.¢
58.1
1,022.¢
45.2
59.7
131.%
70.7
46.1
1,376.(

300.(
270.5
266.1
837.2
54.4
166.¢
1,058.!

1.7
144.(
939.:

(777.9)
9.7
317.E
1,376.(
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MOODY'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(Amounts in millions)

Cash flows from operating activitir
Net income
Reconciliation of net income to net cash providgaperating activities
Depreciation and amortizatic
Stocl-based compensation expel
Tax benefits from exercise of stock optic
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 in connection with investments itliats
Net cash used in investing activit|
Cash flows from financing activitie
Proceeds from stock pla
Cost of treasury shares repurcha
Payment of dividend
Payments under capital lease obligati
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casvadnts
Increase in cash and cash equival
Cash and cash equivalents, beginning of the pi
Cash and cash equivalents, end of the pe

Three Months Ended

March 31,

2005 2004
$ 118.% $ 103t
8.€ 8.3
16.€ 5.2
21.7 21.C
(4.6) (11.9)
(5.7) (5.9
0.7 0.1
(4.2) (0.4)
(33.5) (56.7)
33.4 40.1
4.5 1.7
156.5 106.£
(5.5) (6.6)
— (2.9
(5.5 (9.9
32.€ 42.7
— (30.5)
(11.2) (11.2)
(0.9 (0.9)
21.4 0.7
(1.5 1.3
170.¢ 99.C
606.] 269.1
$ 777.( $ 368.]

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

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENATION

Moody’s Corporation (“Moody’s” or the “Compgh) is a provider of (i) credit ratings, researaidaanalysis covering fixed income
securities, other debt instruments and the entitiasissue such instruments in the global capitlkets, and (ii) quantitative credit
assessment services, credit training services rautit processing software to banks and other fiigdirstitutions. Moody’s operates in two
reportable segments: Moody'’s Investors ServiceMaoddy’s KMV. Moody'’s Investors Service publishesimg opinions on a broad range of
credit obligations issued in domestic and inteoral markets, including various corporate and gowvemtal obligations, structured finance
securities and commercial paper programs, as wehltng opinions on issuers of credit obligatidhslso publishes investor-oriented credit
research, including in-depth research on major tshrers, industry studies, special comments agditaspinion handbooks. The Moody’s
KMV business develops and distributes quantitatieglit risk assessment services and credit protgssiftware for banks and investors in
credit-sensitive assets.

The Company operated as part of The Dun &l&raet Corporation (“Old D&B”) until September MO0 (the “Distribution Date”),
when Old D&B separated into two publicly traded gamies — Moody’s Corporation and The New D&B Cogimn (“New D&B”). At that
time, Old D&B distributed to its shareholders slsané New D&B stock. New D&B comprised the busine$©ld D&B’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management serftite “Moody’s Business”) and was renamed “Moody&sporation”. The method by
which Old D&B distributed to its shareholders iteges of New D&B stock is hereinafter referred sdtee “2000 Distribution”.

For purposes of governing certain ongoingtiehships between the Company and New D&B after200 Distribution and to provide
for an orderly transition, the Company and New Dé&fered into various agreements including a Digtitim Agreement (the “2000
Distribution Agreement”), Tax Allocation Agreemetnployee Benefits Agreement, Shared Transactiovics Agreement, Insurance and
Risk Management Services Agreement, Data Servigeseinent and Transition Services Agreement.

These interim financial statements have lpgepared in accordance with the instructions tanFd8-Q and should be read in conjunction
with the Company’s consolidated financial statera@mtd related notes in the Company’s 2004 annpattren Form 10-K filed with the
Securities and Exchange Commission on March 8, .20 results of interim periods are not necegsardicative of results for the full year
or any subsequent period. In the opinion of managenall adjustments (consisting of normal recgri@ccruals) considered necessary for a
fair presentation of financial position, resultsoplerations and cash flows at the dates and fgoehieds presented have been included.
Certain prior year amounts have been reclassifiedbbform to the current year presentation.

2. STOCK-BASED COMPENSATION

On January 1, 2003, the Company adopted,pyospective basis, the fair value method of acttiogrior stockbased compensation unc
Statement of Financial Accounting Standards (“SPASS. 123. Therefore, employee stock options goteand after January 1, 2003 are
being expensed by the Company over the optionngsgteriod (or sooner if employees are at or ndaement eligibility, as described belo
based on the estimated fair value of the awarderdate of grant. In addition, shares issued thgizaints in the Company’s employee stock
purchase plan are being expensed by the Compard lbasthe discount from the market price receivethk participants.

The condensed consolidated statements ofitpes include compensation expense of $16.9 mibiod $5.2 million for the three months
ended March 31, 2005 and 2004, respectively, mkkmatock awards granted and stock issued undesrtiployee stock purchase plan since
January 1, 2003. The 2005 amount includes apprdziynd9.1 million relating to the accelerated exgiag of equity grants for employees
who are at or near retirement eligibility as defirie the related Company stock plans. The 2002804 expense

5
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

is less than that which would have been recogriizeé fair value method had been applied to alhais since the original effective date of
SFAS No. 123 rather than being applied prospegtivéhd the Company determined such stock-based easagion expense using the fair
value method provisions of SFAS No. 123 sinceiitgioal effective date, Moody’s net income and é&ags per share would have been
reduced to the pro forma amounts shown below. Tadgsma amounts for the first quarter of 2005 urtte the effect of the $9.1 million
charge discussed above.

Three Months
Ended March 31,
2005 2004

(In millions, except
per share data)

Net income:
As reportec $ 118.7 $ 103.t
Add: Stocl-based compensation expense included in reportedewhe, net of ta 10.C 3.5
Deduct: Stoc-based compensation expense determined under thafa¢ method, net of te (11.7 (6.9
Pro forma net incom $ 117 $  100.

Basic earnings per shal
As reportec $ 0.7¢ $ 0.6¢
Pro forma $ 0.7¢ $ 0.67

Diluted earnings per shar
As reportec $ $
Pro forma $

0.7¢ 0.6¢
0.7¢€ $ 0.6¢

The pro forma disclosures shown above areapresentative of the effects on net income andiregs per share in future years.

The fair value of stock options used to cotafbe pro forma net income and earnings per sfiackosures is the estimated present value
at grant date using the Black-Scholes option-pgicirodel. The following weighted average assumptiwae used for options granted during
the three months ended March 31, 2005 and 2004.

Three Months
Ended March 31,

2005 2004
Expected dividend yiel 0.52% 0.4€%
Expected stock volatilit 23% 30%
Risk-free interest rat 4.07% 3.22%
Expected holding perio 6 yre 5 yre

The estimated weighted average fair valugl@bdy’s options granted during the three monthsedndarch 31, 2005 and 2004 was
$24.99 and $19.97, respectively.

At the Distribution Date, all unexercised @&B stock options were converted into separatalreisable options of Moody’s and New
D&B. The 2000 Distribution Agreement provided tHaf, subsequent exercises of those options, theliss the stock rather than the
employer would be entitled to the related tax déidac Accordingly, from the Distribution Date thrglu the 2002 tax year, Moody’s claimed
tax deductions when employees of New D&B exercideddy’s stock options.

6
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

Beginning with stock option exercises in 200®ody’s has changed its tax deductions to conform td&r&ruling which clarified that tr
employer should take the tax deduction for optivereises rather than the issuer. The 2000 Distdhuigreement entitles Moody's to
reimbursement from New D&B for the resulting lo$ghe issuer-based tax deductions. Accordingly, Moe has reflected a receivable from
New D&B within other current assets on the conddrmmsolidated balance sheet in the amount of $2ilion and $23.3 million a
March 31, 2005 and December 31, 2004, respectiidiig. accounting had no impact on the results efatons. The condensed consolidated
statement of cash flows for the three months efdimeth 31, 2004 has been reclassified to reflestti@atment.

In December 2004, the Financial Accountingn8ards Board issued SFAS No. 123 (Revised 200#grtSBased
Payment” ("SFAS No. 123R"). Under this pronounceimenompanies are required to record compensatiperese for all share-based
payment award transactions granted to employessgdban the fair value of the equity instrumentattime of grant. This includes shares
issued under employee stock purchase plans, stiins, restricted stock and stock appreciatiohtsgSFAS No. 123R eliminates the abi
to account for share-based compensation transaatiging APB Opinion No. 25, “Accounting for Stodslied to Employees”, which had
been allowed in SFAS No. 123 as originally issigased on the Securities and Exchange Commissit®EQ") recent rule allowing deferr
of the implementation date of SFAS 123R, the Corypeill implement this standard effective Januar2@06. The Company does not
believe that the impact of adoption will be matetiethe consolidated balance sheet and statenfieqteoations. We are currently assessing
the impact of the adoption on the classificatiomaof benefits from exercise of stock options betwegerating and financing activities on the
consolidated statement of cash flows. However, Mo®durrently anticipates that its 2006 stock comagas expense will be higher than-
2005 expense before the $9.1 million charge, sine€Company has been phasing in the expensingnofadstock award grants commencing
in 2003 over the current four-year stock plan vesperiod.

3. RECONCILIATION OF WEIGHTED AVERAGE SHARES OU TSTANDING

Below is a reconciliation of basic weightadege shares outstanding to diluted weighted geeshares outstanding (in millions):

Three Months
Ended March 31,

2005 2004
Weighted average number of she— Basic 149t 149.1
Dilutive effect of shares issuable under s-based compensation pla 3.5 4.C
Weighted average number of she— Diluted 153.( 153.]

Options to purchase 0.2 million common shatddarch 31, 2005 were outstanding but were notided in the computation of diluted
weighted average shares outstanding because threyanwtidilutive. There were no antidilutive optiomststanding at March 31, 2004.

4. ACQUISITIONS

In December 2001, the Company increasedvisstment in Korea Investors Service (“KIS”) totjoser 50%, at a cost of $9.6 million
with a contingent payment based on KIS net incooneife three-year period ended December 31, 206d e$timated contingent payment of
3.9 billion Korean Won (approximately $3.9 millias of March 31, 2005) is reflected in goodwill @utrued liabilities at March 31, 2005
and is expected to be paid in the second quart2d@s.
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

5. GOODWILL AND OTHER INTANGIBLE ASSETS

The following table summarizes the activitygoodwill for the periods indicated (in millions):

Three Months Ended March 31, 200¢ Year Ended December 31, 200
Moody'’s Moody’s Moody’s Moody’'s
Investors Service KMV Consolidated Investors Service KMV Consolidated
Beginning balanc $ 7.€ $ 124.1 $ 1317 $ 2.3 $ 1241 % 126.¢
Additions — — — 4.9 — 4.9
Other 0.1 — 0.1 0.4 — 0.4
Ending balanci $ 7.7 $ 1241 $ 131.¢ $ 7.€ $ 1241 % 131.7

The following table summarizes intangibleedssat the dates indicated (in millions):

March 31, December 31
2005 2004
Customer lists (11.3 year original weighted averi#gg $ 58.C $ 58.C
Accumulated amortizatio (17.9 (15.9
Net customer list 40.¢ 42.1
Other amortizable intangible assets (5.6 year maigiveighted average lifi 8.2 8.2
Accumulated amortizatio (5.9 (5.7
Net other amortizable intangible ass 2.8 3.1
Total amortizable intangible ass: 43.€ 45.2
Indefinite-lived intangible asse 25.5 25.5
Total intangible asse $ 69.1 $ 70.7

Indefinite-lived intangibles are trade sesmtquired with the April 2002 acquisition of KM&urrent circumstances and conditions
continue to support an indefinite useful life.

Amortization expense for intangible assetgett to amortization for the three month perioddesl March 31, 2005 and 2004 was
$1.6 million and $1.7 million, respectively.

Estimated future amortization expense faangible assets subject to amortization is as fal@w millions):

Year Ending December 31,

2005 (after March 31 $ 4¢
2006 6.2
2007 5.5
2008 4.t
2009 4.2
Thereafte $ 18.C
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

6. PENSION AND OTHER POST-RETIREMENT BENEFITS

Moody’s maintains both funded and unfundedaamtributory defined benefit pension plans in vahsabstantially all U.S. employees of
the Company are eligible to participate. The plarevide defined benefits using a cash balance ftaased on years of service and career
average salary.

The Company also provides certain healthaacklife insurance benefits for retired U.S. empks. The post-retirement healthcare plans
are contributory with participants’ contributiongjasted annually; the life insurance plans are patributory. The accounting for the
healthcare plans anticipates future cost-sharieg@és to the written plans that are consistent thghCompany’s expressed intent to fix its
share of costs and require retirees to pay fdualre increases in plan costs in excess of theuatmaf the per person company contributiol
the year 2005.

Moody’s funded and unfunded pension plars pibst-retirement healthcare plans and the pas¢imant life insurance plans described in
the preceding two paragraphs are collectively reteto herein as the “Post-Retirement Plans”. Eifeat the Distribution Date, Moody’s
assumed responsibility for pension and other patatement benefits relating to its active emplayddew D&B has assumed responsibility
the Company’s retirees and vested terminated erapkgs of the Distribution Date.

In May 2004, the FASB issued FASB Staff Rori{“"FSP”) No. FAS 106-2, “Accounting and DiscleslRequirements Related to the
Medicare Prescription Drug, Improvement and Modsatibn Act of 2003” (the “Act”). The Act providesew government subsidies for
companies that provide prescription drug benefitetirees. In January 2005, the Centers for Mediaad Medicaid Services published final
regulations implementing major provisions of the Agsulting in a reduction of approximately $0.8liomn to the Company’s accumulated
post-retirement benefit obligation. The adoptio-8P 106-2 and the final regulations had no sigaifi effects on the Company’s net
periodic post-retirement expense in the first gqerast 2005.

Following are the components of net peria@kpense related to the Post-Retirement Plans éathtiee months ended March 31, 2005 and
2004 (in millions):

Pension Plans Other Posi-Retirement Plans
Three Months Ended Three Months Ended Three Months Ended Three Months Ended
March 31, 2005 March 31, 2004 March 31, 2005 March 31, 2004
Components of net periodic expens
Service cos $ 2.8 $ 2.1 $ 0.2 $ 0.2
Interest cos 1.€ 1.2 0.1 0.1
Expected return on plan ass (2.0) (2.0 — —
Amortization of net actuarial loss from earlier
periods 0.7 0.4 — —
Amortization of unrecognized prior service cc 0.1 0.1 — —
Net periodic expens $ 2.9 $ 1.8 $ 0.2 $ 0.2

No significant contributions to pension plamother Post-Retirement Plans were made duriaghttee months ended March 31, 2005 and
2004. The Company presently anticipates contrilgusi®.9 million to pension plans and $0.3 milliontoother Post-Retirement Plans during
the remainder of 2005.
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

7. INDEBTEDNESS

On October 3, 2000 the Company issued $3Umof notes payable (the “Notes”) in a privategement. The Notes have a five-year
term and bear interest at an annual rate of 7.@H#able semi-annually. In the event that Moodygspall or part of the Notes in advance of
their maturity (the “prepaid principal”), such pegnent will be subject to a penalty calculated Hasethe excess, if any, of the discounted
value of the remaining scheduled payments, as elfimthe agreement, over the prepaid principaMAtch 31, 2005 and December 31,
2004, the Notes have been classified as currdiilities since they mature in September 2005. Managnt is in the process of evaluating
refinancing and repayment alternatives for the Blatgterest paid under the Notes was $11.4 mifiiwreach of the three month periods en
March 31, 2005 and 2004.

On September 1, 2004, Moody's entered ifffeeayear senior, unsecured bank revolving creatiility (the “Facility”) in an aggregate
principal amount of $160 million that expires inp&amber 2009. The Facility replaced the $80 mileyear facility that was scheduled to
expire in September 2005 and the $80 million 364 fdaility that expired in September 2004. Intem@stborrowings under the Facility is
payable at rates that are based on the LondorBiamérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésarto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. Atd¥i81, 2005, such premium was 17 basis points.Cdrapany also pays quarterly facility
fees, regardless of borrowing activity under theilifg. The quarterly fees can range from 8 basigs of the Facility amount to 15 basis
points, depending on the Company’s Earnings CoeeRagio, and were 8 basis points at March 31, 2008er the Facility, the Company
also pays a utilization fee of 12.5 basis pointdorrowings outstanding when the aggregate amaustanding under the Facility exceeds
50% of the Facility. No interest was paid underftilities for the three month periods ended Ma&8&h2005 and 2004 as no borrowings
were outstanding during those periods.

The Notes and the Facility (the “Agreementsifitain covenants that, among other things, céghe ability of the Company and its
subsidiaries, without the approval of the lend#rgngage in mergers, consolidations, asset sed@sactions with affiliates and sale-
leaseback transactions or to incur liens, as défimé¢he related agreements. The Agreements als@iodfinancial covenants that, among
other things, require the Company to maintain &eré@st coverage ratio, as defined in the relatedemgents, of not less than 3 to 1 for any
period of four consecutive fiscal quarters, andeamings Coverage Ratio, as defined in the relaggdements, of not more than 4 to 1 at the
end of any fiscal quarter. At March 31, 2005, tlerpany was in compliance with such covenants. Uperoccurrence of certain financial
economic events, significant corporate events daiteother events constituting an event of defantter the Agreements, all loans
outstanding under the Agreements (including accmitlest and fees payable thereunder) may bergedimmediately due and payable and
all commitments under the Agreements may be teteihdn addition, certain other events of defanlder the Agreements would
automatically result in amounts due becoming immitly due and payable and all commitments beingitetted.

Moody’s total interest expense was $5.7 omllfor each of the three months ended March 315 20@ 2004. Total interest income on
cash and cash equivalents was $4.5 million and i®illibn, respectively, for the three months endiéaich 31, 2005 and 2004.
8. CONTINGENCIES

From time to time, Moody'’s is involved in Bdgand tax proceedings, claims and litigation #ratincidental to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitiedband contingencies in connection with thesgtters, based upon the latest
information
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

available. For those matters where it is both potébthat a liability has been incurred and the plidd amount of loss can be reasonably
estimated, the Company believes it has recorderbppipte reserves in the condensed consolidateddial statements and periodically
adjusts these reserves as appropriate. In oth@nites, because of the uncertainties related tothetprobable outcome and amount or range
of loss, management is unable to make a reasosatieate of a liability, if any. As additional infoation becomes available, the Company
adjusts its assessments and estimates of suclitigstaccordingly.

Based on its review of the latest informatimailable, in the opinion of management, the wtieriability of the Company in connection
with pending legal and tax proceedings, claimslaiggtion will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencies

Moody'’s also has exposure to certain potehdihilities assumed in connection with the 200@tBbution. These contingencies are
referred to by Moody’s as “Legacy Contingencies”.

Information Resources, Inc

The following is a description of an antitrieswvsuit filed in 1996 by Information Resourceas;.I(“IRI”). As more fully described below,
VNU N.V., a publicly traded Dutch company, andUtsS. subsidiaries, VNU, Inc., ACNielsen Corporat{tACNielsen”), AC Nielsen (US),
Inc. (“*ACN (US)”), and Nielsen Media Research, I®NMR”) (collectively, the “VNU Parties”), have asmed exclusive joint and several
liability for any judgment or settlement of thistdrust lawsuit. As a result of the indemnity olaligon, Moodys does not have any exposur
a judgment or settlement of this lawsuit unless\hi) Parties default on their obligations. Howevarthe event of such a default,
contractual commitments undertaken by Moody’s inngztion with various corporate reorganizationseih996 would require the Company
to bear a portion of any amount not paid by the VIRAUties. Moreover, as described below, on FebrLa?905, the U.S. District Court for
the Southern District of New York entered a finadgment against IRI dismissing IRI's claims witkejodice and on the merits. On
February 2, 2005, the Court entered IRI's noticamgeal to the Second Circuit. The appeal is erpect be argued no earlier than the week
of June 13, 2005.

In July 1996, IRI filed a complaint, subseqilygamended in 1997, in the U.S. District Courttfoe Southern District of New York,
naming as defendants the corporation then knowrhaDun & Bradstreet Corporation (now known as Rddnnelly), A.C. Nielsen
Company (a subsidiary of ACNielsen) and IMS Int¢ioreal, Inc. (a subsidiary of the company then kn@g Cognizant). At the time of the
filing of the complaint, each of the other defendamas a subsidiary of the company then known &sDOlUm & Bradstreet Corporation.

The amended complaint alleges various viofetiof United States antitrust laws under Sectioasd 2 of the Sherman Act. The amended
complaint also alleges a claim of tortious intezfare with a contract and a claim of tortious irgerfice 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 IRl when it agreed to baisied by defendants and that defendants induced t8R@ach that agreement.

IRI's antitrust claims allege that defendaseseloped and implemented a plan to undermines&bility to compete within the United
States and foreign markets in North America, Latmerica, Asia, Europe and Australia/ New Zealanduigh a series of anti-competitive
practices, including: unlawfully tying/bundling séres in the markets in which defendants allegédlg monopoly power with services in
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markets in which ACNielsen competed with IRI; eimigrinto exclusionary contracts with retailers ertain countries to deny IRI's access to
sales data necessary to provide retail trackingices or to artificially raise the cost of that aapredatory pricing; acquiring foreign market
competitors with the intent of impeding IRI's effeito expand; disparaging IRI to financial analygsid clients; and denying IRI access to
capital necessary for it to compete.

IRI claims damage in excess of $650 milliwhjch IRI also asked to be trebled. IRI has fileithvthe Court the report of its expert who
has opined that IRI suffered damages of betweeg $%Bion and $652 million from the defendants’eged practices. IRI also sought
punitive damages in an unspecified amount.

On June 21, 2004, pursuant to a stipulatataeen IRl and defendants, the Court ordered #rdio of IRI's claims be dismissed with
prejudice from the lawsuit, including the claimatklefendants tortiously interfered with the SRGuasition. The Company believes that the
dismissal of the tortious interference claims gdsecludes any claim for punitive damages.

On December 3, 2004, the Court entered Imén®rder No. 1, which bars IRI from “arguing tiNielsen’s pricing practices or discounts
were illegal or anti-competitive unless it can prdkiey involved prices below short-run averagealde cost, calculated without the inclusion
of Nielsen’s “Fixed Operations’ costs”. On Decemb@r 2004, IRI issued a press release, which saidlévant part, “Without this evidence,
IRI believes that little would be left of IRI's caso take to trial”. IRl asked the Court to entdinal judgment against it, so that it could take
an immediate appeal to the Court of Appeals forSbeond Circuit. Defendants did not object to thguest. On February 1, 2005 the Court
entered a final judgment dismissing IRI's claimshaprejudice and on February 2, 2005, the CousrentIRI's notice of appeal to the Seci
Circuit. The Court of Appeals for the Second Cittds ordered that the appeal be argued no etréiarthe week of June 13, 2005.

In connection with the 1996 Distribution, NMfRen known as Cognizant Corporation), ACNielsed Bonnelley (then known as The
Dun & Bradstreet Corporation) entered into an Indigynand Joint Defense Agreement (the “Originaldnmhity and Joint Defense
Agreement”), pursuant to which they agreed to:

« allocate potential liabilities that may relate aoise out of or result from the IRI lawsu*IRI Liabilities”); and
« conduct a joint defense of such acti

In 2001, ACNielsen was acquired by VNU N.Which assumed ACNielsen’s obligations under thgi@al Indemnity and Joint Defense
Agreement.

Under the terms of the 1998 Distribution, O§IB assumed all potential liabilities of Donnelléhen known as The Dun & Bradstreet
Corporation) arising from the IRI action and agréthdemnify Donnelley in connection with such @atial liabilities. Under the terms of t
2000 Distribution, New D&B undertook to be jointynd severally liable with Moody’s for Old D&B’s aphtions to Donnelley under the
1998 Distribution, including for any liabilitiesiamg under the Original Indemnity and Joint Defedgireement and arising from the IRI
action itself. However, as between New D&B and Mgsdit was agreed that under the 2000 Distribyteech of New D&B and Moody’s
will be responsible for 50% of any payments reqlib@be made to or on behalf of Donnelley with extfio the IRI action under the terms of
the 1998 Distribution, including legal fees or expes related to the IRI action.

On July 30, 2004, the VNU Parties, Donnelldpody’s, New D&B and IMS Health entered into an Amended Restated Indemnity a
Joint Defense Agreement (the “Amended Indemnity midt Defense Agreement”).
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Pursuant to the Amended Indemnity and Joefebse Agreement, any and all IRI Liabilities imear by Donnelley, Moody’s, New D&B
or IMS Health relating to a judgment (even if nioial) or any settlement being entered into in Redction will be jointly and severally
assumed, and fully discharged, exclusively by théMParties. Under the Amended Indemnity and JoefeBse Agreement, the VNU Pari
have agreed to, jointly and severally, indemnifynDelley, Moody’s, New D&B and IMS Health from angdagnst all IRI Liabilities to which
they become subject. As a result, the cap on AGHIes liability for the IRI Liabilities, which wagrovided for in the Original Indemnity and
Joint Defense Agreement, no longer exists anduath $iabilities are the responsibility of the VNifies pursuant to the Amended Indemnity
and Joint Defense Agreement.

In addition, the Amended Indemnity and J@efense Agreement provides that if it becomes reazgdo post any bond pending an
appeal of an adverse judgment, then the VNU Pastiai obtain the bond required for the appealsrall pay the full cost of such bond.

In connection with entering into the Amendedemnity and Joint Defense Agreement, Donnellegot¥y’s, New D&B and IMS Health
agreed to amend certain covenants of the Origimdgrhnity and Joint Defense Agreement to provideaijmnal flexibility for ACNielsen
going forward. In addition, the Amended Indemnitgaloint Defense Agreement includes certain amenthie the covenants of ACNielsen
(which, under the Amended Indemnity and Joint DefeAgreement, are now also applicable to ACN (Ud)ch the Company understands
holds ACNielsen’s operating assets), which aregiesi to preserve such parties’ claims-paying ghalitd protect Donnelley, Moody’s, New
D&B and IMS Health. Among other covenants, ACNielssd ACN (US) agreed that neither they nor antheir respective subsidiaries will
incur any indebtedness to any affiliated persongpkindebtedness which its payment will, afteagnpent obligation under the Amended
Indemnity and Joint Defense Agreement comes dueopbditioned on, and subordinated to, the paymedterformance of the obligations
such parties under the Amended Indemnity and Iéfiense Agreement. VNU N.V. has agreed to havipgpaess agent in New York to
receive on its behalf service of any process caniegrthe Amended Indemnity and Joint Defense Agergm

As described above, the VNU Parties haverasdiexclusive responsibility for the payment ofiRll Liabilities. However, because
liability for violations of the antitrust laws isint and several and because the rights and olgigatelating to the Amended Indemnity and
Joint Defense Agreement are based on contractiasibreships, the failure of the VNU Parties to fiitheir obligations under the Amended
Indemnity and Joint Defense Agreement could raéauhe other parties bearing all or a portion @& tRI Liabilities. Joint and several liability
for the IRI action means that even where more trendefendant is determined to have been resperfsiban alleged wrongdoing, the
plaintiff can collect all or part of the judgmembi just one of the defendants. This is true rdgasdof whatever contractual allocation of
responsibility the defendants and any other indéimg parties may have made, including the allaoaidescribed above between the VNU
Parties, Donnelley, Moody’s, New D&B and IMS Health

Accordingly, and as a result of the allocasiof liability described above, in the event tHélY/Parties default on their obligations under
the Amended Indemnity and Joint Defense Agreensah of Moody’s and New D&B will be responsible the payment of 50% of the
portion of any judgment or settlement ultimatelydplay Donnelley (which is a defendant in the IRti@), which can be as high as all the
IRI Liabilities.

The Company is unable to predict the outcofitbe IRI action (including the appeal), or theafincial condition of any of the VNU parties
or the other defendants at the time of any sucboou¢ and hence the Company cannot estimate thkiy &b pay the IRI Liabilities pursuant
to the Amended Indemnity and Joint Defense Agredmiethe amount of the judgment or settlement elfI action. However, provided tt
the VNU Parties fulfill their obligations under thenended Indemnity and Joint Defense AgreementCiiiapany believes that the resolut
of this matter, irrespective of the outcome of iReaction, should
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not materially affect Moody'’s financial positiorgsults of operations and cash flows. Accordingtyamount in respect of this matter has
been accrued in the Company’s condensed consdlifiancial statements. If, however, IRl were tevail in whole or in part in this action
and if Moody'’s is required to pay, notwithstandsgwgch contractual obligations, a portion of any gigant settlement or judgment, the
outcome of this matter could have a material adveffect on Moody'’s financial position, resultsogferations, and cash flows.

Legacy Tax Matter:

Old D&B and its predecessors entered intbagldax planning initiatives in the normal courgdosiness, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaeélkew by tax authorities.

Pursuant to a series of agreements, as betivemselves, IMS Health Incorporated (“IMS Headlthiid Nielsen Media Research, Inc.
(“NMR”) are jointly and severally liable to pay offralf, and New D&B and Moody’s are jointly and seaddy liable to pay the other half, of
any payments for taxes, penalties and accruecksttezsulting from unfavorable IRS rulings on dertax matters as described in such
agreements (excluding the matter described beldmertization Expense Deductions” for which New B&nd Moody’s are solely
responsible) and certain other potential tax lifed, also as described in such agreements, é&er D&B and/or Moody’s pays the first
$137 million, which amount was paid in connecticithwhe matter described below as “Utilization aipital Losses”.

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

Without limiting the generality of the fordgg, three specific tax matters are discussed helow

Royalty Expense Deductio

During the second quarter of 2003, New D&Beiiged an Examination Report from the IRS with ez$jto a partnership transaction
entered into in 1993. In this Report, the IRS statte intention to disallow certain royalty expemggluctions claimed by Old D&B on its tax
returns for the years 1993 through 1996 (the “RgyREport”). In the first quarter of 2004, New D&Bceived a similar Examination Report
(the “Second Royalty Report”) relating to the figstarter of 1997.

During the second quarter of 2003, New D&8oaleceived an Examination Report that had beerdsby the IRS to the partnership,
stating the IRS’ intention to ignore the partneps$tructure that had been established in 1993nnexction with the above transaction, and to
reallocate to Old D&B income and expense items tlaat been reported in the partnership tax returi 966 (the “Reallocation Report”).
New D&B also received a similar Examination Refthie “Second Reallocation Report”) issued to the pastmigrwith respect to the first
quarter of 1997.

In June 2004, New D&B and the IRS conductetkediation of these issues, at which they reacHeasis for settlement with regard to the
Royalty Report for 1995 and 1996, the ReallocaReport, and certain tax refund claims made by QdBDelated to 1995 and 1996 (the
“Preliminary Settlement”). The Preliminary Settlem&vas subject to the execution of a formal selehagreement. In addition, the IRS
reasserted its position that certain tax refundndanade by Old D&B related to 1993 and 1994 mapfiset by tax liabilities relating to the
above mentioned partnership formed in 1993. New Rifdagrees with the position taken by the IRS f®3land 1994 and Moody’s
understands that New D&B plans to file a proteshwhe IRS Appeals Office. If the protest is unsssful New D&B can either: (1) abandon
its tax refund
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claims; or (2) challenge the IRS claim in U.S. BttCourt or the U.S. Court of Federal Claims. Mgs estimates that its exposure for the
write-off of deferred tax assets related to theseréfund claims could be up to $9 million.

As of June 30, 2004, Moody’s had adjustedeserves for the Royalty Expense Deductions maitezflect the Company’s estimates of
probable exposure for the Preliminary Settlemedttae other matters discussed in the precedingpgph. In accordance with the 1996
Distribution Agreement, New D&B was required to aibtthe consent of Moody’s, IMS Health and NMR a®adition to executing the
formal settlement agreement. However, New D&B waahle to obtain consent from IMS Health and NMR aadordingly, New D&B and
the IRS were unable to agree on the terms of adbsettlement agreement by the November 1st deanttiposed by the IRS. As a result, the
IRS withdrew the Preliminary Settlement, but New B &ontinues to maintain a dialogue with the IRScaa settlement of this matter. In the
fourth quarter of 2004, Moody'’s had increasedeatserves for this matter to reflect its updatecdhesies of probable exposure.

The Company believes that, in accordance thigh1 996 Distribution Agreement, IMS Health and RMby withholding their consent to
the formal settlement agreement, would be contadlgteesponsible to pay any excess amounts ab@/Etbliminary Settlement that may
ultimately be owed with respect to tax years 199% 5996. IMS Health has alleged various breachéteaf D&B'’s obligations under the
1996 Distribution Agreement related to New D&B’smagement and attempted settlement of this mattdre Iparties fail to resolve their
dispute, Moody’s understands that New D&B anticggsatommencing arbitration proceedings against IM8ltH and NMR. Based on our
current understanding of the positions of New D&RIdMS Health, the Company believes it is likelptiNew D&B should prevail, but we
cannot predict with certainty the outcome.

In addition, the Second Royalty Report arelSecond Reallocation Report, which were not dadew D&B’s preliminary settlement
with the IRS, have not been resolved. Moody’s esti® that its share of the potential required payntethe IRS for this matter is
$0.1 million (including penalties and interest, ared of tax benefits).

Moody’s estimates that its share of the piaéhability for the Royalty Expense Deductionstter could be up to $114 million, which
takes into consideration: (1) the Royalty Repond the Reallocation Reports discussed above (fachwthe Company’s share of the required
payments to the IRS could be up to $105 million|uding penalties and interest, and net of tax bisheand (2) the potential write-off of
deferred tax assets (for which the Company’s exgosould be up to $9 million as discussed abovejod§’s could also be obligated for
future interest payments on its share of suchlitgbMoody’s believes that the positions takentbg IRS in the Royalty Reports and the
Reallocation Reports discussed above are inconsisith each other. While it is possible that tRSIcould ultimately prevail in whole or in
part on one of such positions noted above, Moolglgves that it is unlikely that the IRS will paglvon both.

Amortization Expense Deductions

In April 2004, New D&B received Examinatioreports (the “April Examination Reports”) from thHeS with respect to a partnership
transaction. This transaction was entered int®®i7land has resulted in amortization expense diedisobn the tax returns of Old D&B since
1997. These deductions could continue through 2@ithe April Examination Reports, the IRS statisdntention to disallow the
amortization expense deductions related to thisipeship that were claimed by Old D&B on its 199id 4 998 tax returns. New D&B
disagrees with the position taken by the IRS amdeither: (1) accept and pay the IRS assessm@grithélenge the assessment in U.S. Tax
Court; or (3) challenge the assessment in U.SribisEourt or the U.S. Court of Federal Claims, vehim either case payment of the disputed
amount would be required in connection with sucéllelnge. IRS audits of Old D&B’s or New D&B’s tagturns for years
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subsequent to 1998 could result in the issuansérdfar Examination Reports, in which case New D&Buld also have the aforementioned
three courses of action.

Should any such payments be made by New D&ted to either the April Examination Reports oy potential Examination Reports for
future years, including years subsequent to tharsgipn of Moody’s from New D&B, then pursuant bkeetterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B5&% share. In addition, should New D&B discontimleming the amortization
deductions on future tax returns, Moody’s wouldd®guired to repay to New D&B an amount equal todiseounted value of its 50% share
of the related future tax benefits. New D&B haddpdie discounted value of 50% of the future taxafiesmfrom this transaction in cash to
Moody’s at the Distribution Date. Moody’s estimatkat the Company’s current potential exposuredbel up to $97 million (including
penalties and interest, and net of tax benefits)s €posure could increase by approximately $8anito $6 million per year, depending on
actions that the IRS may take and on whether NevB [B&ntinues claiming the amortization deductionsterax returns.

In the April Examination Reports, the IRScaddated its intention to disallow certain royatypense deductions claimed by Old D&B on
its 1997 and 1998 tax returns with respect to Hréngrship transaction. In addition, the IRS statethtention to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedpo the partnership tax returns for
1997 and 1998. New D&B disagrees with the positiahken by the IRS and can take any of the threeseswof action described in the first
paragraph of this “Amortization Expense Deductiosesttion. IRS audits of Old D&B'’s or New D&B’s tagturns for years subsequent to
1998 could result in the issuance of similar Exation Reports for the subsequent years. Shouldacdly payments be made by New D&B
related to either the April Examination Reportsiay potential Examination Reports for future yetlten pursuant to the terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share of New D&B’payments to the IRS for the period from 1
through the Distribution Date. Moody’s estimateattits share of the potential exposure to the IR8ccbe up to $130 million (including
penalties and interest, and net of tax benefitgjod§’s also could be obligated for future integggyments on its share of such liability.

New D&B had filed protests with the IRS Apjz@ffice regarding the April Examination Repoliits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatidneofor further development of the issues. New Digd® reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice obposed Adjustment from the IRS for the 1999-2@02ytears which 1) disallows
amortization expense deductions allocated fronp#rénership to Old D&B on its 1999 and 2000 taxines and to New D&B on its 2000,
2001 and 2002 tax returns and 2) disallows certajalty expense deductions claimed by Old D&B anli®99 and 2000 tax returns and by
New D&B on its 2000, 2001 and 2002 tax returns. My’s is in the process of assessing the potentiabsuge related to the Notice.
Currently, the Company does not expect that thisddavill have a material impact on the legacy teserves and the potential future outlays
related to legacy tax matters that are discusskavtia “Summary of Moody’s Exposures to Three Legatatters”.

Moody'’s believes that the IRS’s proposed sssents of tax against Old D&B and the proposelibezdions of partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSubd ultimately prevail in whole or in part
on one of such positions, Moody’s believes thi itnlikely that the IRS will prevail on both.

Utilization of Capital Losses

The IRS has completed its review of the zatiion of certain capital losses generated by G Bluring 1989 and 1990. On June 26,
2000, the IRS, as part of its audit process, issudmal assessment with respect to the utilinatibthese capital losses.
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On May 12, 2000, an amended tax return wed by Old D&B for the 1989 and 1990 tax years, chhieflected $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 GommpIMS Health informed Old D&B that it paid toethRS approximately
$212.3 million on May 17, 2000. The payments weeelento the IRS to stop further interest from acgguand on September 20, 2000, Old
Dé&B filed a petition for a refund in the U.S. Digtr Court.

In July 2004, New D&B and the IRS reachedsi®for settlement of all outstanding issues eelad this matter and in December 2004
executed a formal settlement agreement. New D&Bived two assessments on this matter during thedirarter of 2005, and expects to
receive the third and final assessment in the skqoarter of 2005. Moody’s paid its allocated shafrehe first two assessments to New D&B
consisting of cash payments of $12.8 million ($8illion net of expected tax benefits) and the wafeof deferred tax assets of
approximately $9 million. Moody’s remaining lialijliat March 31, 2005 was approximately $0.3 millidhe amounts paid by Moody’s
included its share of approximately $4 million thédody’s and New D&B believe should have been [imidMS Health and NMR, but were
not paid by them due to their disagreement withowesr aspects of New D&B’s calculation of their resfive shares of the payments. If New
Dé&B fails to resolve this dispute with, IMS Healind NMR, Moody’s understands that New D&B anticggatommencing arbitration
proceedings against them. Moody’s believes that B&B should prevail in its position, but the Comparannot predict with certainty the
outcome. In the first quarter of 2005, Moody's lacreased its reserves for this matter by $2.7ianiltiue to this disagreement.

Summary of Moody’s Exposure to Three Legacy Taxekat

The Company considers from time to time #rege and probability of potential outcomes relatetthe three legacy tax matters discussed
above and establishes reserves that it believespprepriate in light of the relevant facts anadginstances. In doing so, Moody’s makes
estimates and judgments as to future events arditom s and evaluates its estimates and judgmengnangoing basis.

In the first quarter of 2005, the Companyoreed $2.7 million of additional reserves relatitnghe Utilization of Capital Losses matter
described above and $2.0 million of interest expeptated to its legacy tax reserves. As a reauljarch 31, 2005, Moody’s total net legacy
tax reserves were $132 million (consisting of $idiion of tax liabilities, partially offset by thexpected utilization of $16 million of
deferred tax assets). The $132 million of expectesh payments consists of $46 million of curreattilities (reflecting the estimated cash
payments related to the Royalty Expense DeductonsUtilization of Capital Losses matters thatexpected to be made over the next
twelve months) and $86 million of non-current lighss.

It is possible that the legacy tax mattenslddve resolved in amounts that are greater thamthounts reserved by the Company, which
could result in additional charges that may be nmelte®o Moody'’s future reported results, finangiaisition and cash flows. Although Moody’
does not believe it is likely that the Company witimately be required to pay the full amountssamtly being sought by the IRS, potential
future outlays resulting from these matters cowdib much as $341 million and could increase witk fis described above. In matters wi
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody'’s believes that ulélydtis unlikely that the IRS would retain suchpdicative payments.
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9. COMPREHENSIVE INCOME

Total comprehensive income was as follows:
Three Months Ended

March 31,
2005 2004
(In millions)
Net income $ 1183 $ 103t
Other comprehensive (loss) income — foreign
currency translation adjustme (1.7 0.8
Total comprehensive incon $ 117.C $ 104.

10. SEGMENT INFORMATION

The Company reports segment information goetance with SFAS No. 131, “Disclosures about Sagmof an Enterprise and Related
Information”. SFAS No. 131 defines operating segte&s components of an enterprise for which sepéirencial information is available
that is evaluated regularly by the chief operatiegision-maker in deciding how to allocate resosiianed in assessing performance.

Moody'’s Investors Service consists of fouimggroups — structured finance, corporate finafioancial institutions and sovereign risk,
and public finance — that generate revenue pritigifi@m the assignment of credit ratings on issumd issues of fixed-income obligations
in the debt markets, and research, which primgelyerates revenue from the sale of investor-oriecitedit research, principally produced by
the rating groups. Given the dominance of Moodgigektors Service to Moody’s overall results, thenpany does not separately measure or
report corporate expenses, nor are they allocatdftetCompany’s business segments. Accordinglgaafiorate expenses are included in
operating income of the Moody’s Investors Serviegmsent and none have been allocated to the Mo#&dy\é segment.

Moody’s KMV develops and distributes quaritita credit assessment services for banks andtoneim credit-sensitive assets and credit
processing software. Assets used solely by Mood¥ are separately disclosed within that segmefitofher Company assets, including
corporate assets, are reported as part of Moody&stors Service. Revenue by geographic area erglynbased on the location of the
customer. Inter-segment sales are insignificantremsingle customer accounted for 10% or more taf tevenue.

Below are financial information by segmenddy’s Investors Service revenue by business mditravenue information by geographic
area, each for the three month periods ended MarcRB005 and 2004, and total assets by segmerit\aroh 31, 2005 and December 31,
2004 (in millions). Certain prior year amounts h&een reclassified to conform to the current prisgem.
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Financial Information by Segment

Three Months Ended March 31, 2005

Three Months Ended March 31, 2004

Moody's Moody's
Investors Moody’'s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $ 359.C $ 31.: $ 390 $ 303« $ 27.¢ $ 331.2
Operating, selling, general and administrative
expense: 145.2 24.1 169.< 116.5 23.t 140.C
Depreciation and amortizatic 4.4 4.2 8.€ 4.1 4.2 8.3
Operating incom: 209.f 3.C 212F 182.¢ 0.1 182.¢
Interest and other non-operating expenst
net (5.9 (5.0
Income before provision for income tay 207.: 177.¢
Provision for income taxe 88.€ 74.4
Net income $ 118.7 $ 103.t
Moody'’s Investors Service Revenue by Business Unit
Three Months
Ended March 31,
2005 2004

Ratings revenue
Structured financ
Corporate financ
Financial institutions and sovereign r
Public finance
Total ratings revenu
Research revent

Total Moody's Investors Servic

Revenue Information by Geographic Area

United State!
International
Total

19

$ 138t $ 116.(

80.: 73.5
65.7 52.t
23.2 20.1
307.7 261.¢
51.t 41.5

Three Months
Ended March 31,

2005 2004
$ 2421 $ 211¢
148. 1192
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Total Assets by Segment

March 31, 2005 December 31, 2004
Moody'’s Moody'’s
Investors Moody'’s Investors Moody's
Service KMV Consolidated Service KMV Consolidated
Total assets by segme $1302.. $ 256¢ & 1,559.( $1,110.. $ 265 $ 1,376.(

11. SUBSEQUENT EVENT

In February 2005, Moody’s Board of Directdeslared a two-for-one stock split to be effected @pecial stock distribution of one share
of common stock for each share of the Company’snaomstock outstanding, subject to stockholder aggdrof a charter amendment to
increase the Company’s authorized common shares4f0 million shares to 1 billion shares. At then@@anys Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaimeent. As a result, stockholders of record ad@fctose of business on May 4, 2005
will receive one additional share of common stamkdach share of the Company’s common stock hettiadate. Such additional shares
will be distributed on May 18, 2005. The followipgesents pro forma earnings per share as if thedwone stock split had been effective as
of March 31, 2005 and 2004.

Three Months
Ended March 31,

2005 2004
Basic earnings per share
As reportec $ 0.7¢ $ 0.6¢
Pro forma $ 0.4C $ 0.3t
Diluted earnings per share:
As reportec $ 0.7¢ $ 0.6¢
Pro forma $ 0.3¢ $ 0.34

12. RECENTLY ISSUED ACCOUNTING STANDARDS

As discussed in Note 6, in May 2004, the FASRIed FASB Staff Position (“FSP”) No. FAS 106+%¢counting and Disclosure
Requirements Related to the Medicare PrescriptiargDmprovement and Modernization Act of 2003 (tAet”). The Act provides new
government subsidies for companies that providsagpiigtion drug benefits to retirees. Moody’s hasonporated the effects of the Act into the
measurement of plan assets and obligations asadrblger 31, 2004. In January 2005, the Centers &atidare and Medicaid Services
published final regulations implementing major psians of the Act resulting in a $0.8 million redion to the Company’s accumulated post-
retirement benefit obligation. The adoption of F&B-2 and the final regulations had no signifiaafféects on the Company’s net periodic
post-retirement expense in the first quarter of2200

In December 2004, the FASB issued FSP No:2108ccounting and Disclosure Guidance for thedigin Earnings Repatriation
Provision within the American Jobs Creation Ac2604”, which provides guidance under SFAS No. 188counting for Income Taxes”,
with respect to recording the potential impacthaf tepatriation provisions of the American Jobsafiom Act of 2004 (the “Jobs Act”). The
Jobs Act provides for a special one-time tax dedoaelating to a portion of certain foreign eagsrthat are repatriated in 2004 or 2005. The
Company plans to repatriate a portion of foreigmiegs in 2005 and continues to evaluate the effetthe Jobs Act on its consolidated
results of operations and financial position.
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

As discussed in Note 2, In December 2004Fh8B issued SFAS No. 123 (Revised 2004) “Sharee8d&sayment” (“SFAS No. 123R").
Under this pronouncement, companies are requiregictird compensation expense for all share-basgdqrg award transactions granted to
employees, based on the fair value of the equdtrument at the time of grant. This includes sha®sed under employee stock purchase
plans, stock options, and restricted stock andksappreciation rights. SFAS No. 123R eliminatesahgity to account for share-based
compensation transactions using APB Opinion No."&6¢ounting for Stock Issued to Employeew/hich had been allowed in SFAS No. :
as originally issued. In March 2005 the SEC issatdf Accounting Bulletin No. 107 (SAB 107). SAB7L@xpresses views of the SEC staff
regarding the interaction between this statemethtcantain SEC rules. In April 2005, the SEC allovpedblic companies to delay the
implementation of SFAS 123R until the first annpatiod beginning after June 15, 2005. The Compdeyspto implement this standard
effective January 1, 2006. The Company does n@\methat the impact of adoption will be mater@lts consolidated results of operations
and financial position. We are currently assestilegmpact of the adoption on the classificatiomaof benefits from exercise of stock options
between operating and financing activities on thesolidated statement of cash flows. However, M&dyrrently anticipates that its 2006
stock compensation expense will be higher thaBdf5 expense before the $9.1 million charge diszissNote 2, since the Company has
been phasing in the expensing of annual stock agramts commencing in 2003 over the current foargtock plan vesting period.

In March 2005, the FASB issued FSP No. 4&R)mplicit Variable Interests under FASB Intergaton No. 46 (revised December
2003), Consolidation of Variable Interest Entiti€4”SP 46(R)-5"), which provides guidance for aogmg enterprise on whether it holds an
implicit variable interest in a variable interestigy (VIE) or potential VIE when specific conditis exist. FSP 46(R)-5 is effective the first
period beginning after March 3, 2005 and, accotglingill be adopted by the Company on April 1, 200e Company does not expect the
adoption to have a material impact on its constidaesults of operations and financial position.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis of financialditan and results of operations should be reazbimjunction with the Moody’s Corporation
condensed consolidated financial statements arebiloéreto included elsewhere in this quarterlprepn Form 10-Q.

This Management’s Discussion and AnalysiBinncial Condition and Results of Operations dost&orward-Looking Statements. See
“Forward-Looking Statements” on page 39 for a déston of uncertainties, risks and other factors@ased with these statements.

The Company

Except where otherwise indicated, the terMeddy’s” and the “Company” refer to Moody’s Corpticm and its subsidiaries. Moody’s is
a provider of credit ratings, research and analy@iering debt instruments and securities in tiobagl capital markets and a provider of
guantitative credit assessment services, credliitigaservices and credit processing software ttkband other financial institutions.
Moody'’s operates in two reportable segments: Masdiyvestors Service and Moody’s KMV (“MKMV”).

Moody'’s Investors Service publishes ratingh@ms on a broad range of credit obligors and iti@gligations issued in domestic and
international markets, including various corporae governmental obligations, structured finan@eisges and commercial paper programs.
It also publishes investor-oriented credit reseairatiuding in-depth research on major issuersystiy studies, special comments and credit
opinion handbooks.

The Moody’s KMV business develops and disti#is quantitative credit assessment products awmites for banks and investors in credit-
sensitive assets and credit processing software.

Critical Accounting Estimates

Moody'’s discussion and analysis of its finahcondition and results of operations are basethe Company’s consolidated financial
statements, which have been prepared in accordegititeccounting principles generally accepted m thmited States. The preparation of
these financial statements requires Moody’s to nestienates and judgments that affect reported ate@frassets and liabilities and related
disclosures of contingent assets and liabilitighatdates of the financial statements and revandeexpenses during the reporting periods.
These estimates are based on historical exper@rten other assumptions that are believed todsonable under the circumstances. On an
ongoing basis, Moody'’s evaluates its estimatedydicg those related to revenue recognition, actorecteivable allowances, contingencies,
goodwill, pension and other post-retirement beaefitd 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, 2004, includes descriptions oksof the judgments that Moody’s
makes in applying its accounting estimates in tlagsas. Since the date of the annual report on Bk, there have been no material
changes to the Company’s critical accounting eséma

Operating Segments

The Moody’s Investors Service business cegsisfour rating groups — structured finance, cogbe finance, financial institutions and
sovereign risk, and public finance — that generawenue principally from the assignment of crediings on issuers and issues of fixed-
income obligations in the debt markets, and re$eavhich primarily generates revenue from the sélevestor-oriented credit research,
principally produced by the rating groups. Givea tltominance of Moody’s Investors Service to Moodysrall results, the Company does
not separately measure or report corporate expengeare they allocated to the Company’s busisegments. Accordingly, all corporate
expenses are included in operating income of thedyi® Investors Service segment and none have dlemrated to the Moody’s KMV
segment.
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The Moody’s KMV business develops and disti#is quantitative credit assessment products awmites for banks and investors in credit-
sensitive assets and credit processing software.

Certain prior year amounts have been redladsb conform to the current presentation.

Results of Operations
Three Months Ended March 31, 2005 Compared With Thee Months Ended March 31, 2004
Total Company Results

Moody'’s revenue for the first quarter of 20@&s $390.5 million, an increase of $59.3 milliarl@.9% from $331.2 million for the first
quarter of 2004. Areas that achieved the stromgrestth included U.S. structured finance, Europeaiparate finance, European financial
institutions and global research.

Revenue in the United States was $242.1anifor the first quarter of 2005, an increase di.83nillion or 14.3% from $211.9 million in
the first quarter of 2004. Approximately 70% of teS. growth was driven by structured finance aetfhg strong issuance in the residential
mortgage and home equity loan sector. U.S. researdipublic finance contributed to year-to-yeamgtoas well.

Moody'’s international revenue was $148.4 iorillin the first quarter, an increase of $29.1 imnllor 24.4% over $119.3 million in the first
quarter of 2004. The Moody’s Investors Service hess accounted for $25.8 million of year-to-ye&ernimational revenue growth.
International ratings revenue grew $20.2 milliomsuess the prior year. Approximately 90% of that gtlowelated to Europe, where favorable
conditions, including increased issuance and néwgaelationships, contributed to $6 million ofogrth in corporate finance and $11 million
of growth in financial institutions. European resgacontributed to growth as well. Foreign curretreyslation accounted for approximately
$6 million of reported international revenue growth

Operating, selling, general and administeagxpenses were $169.4 million in the first quasfe2005, an increase of $29.4 million or
21.0% from $140.0 million in the first quarter di@®4. The largest contributor to this increase wasvth in compensation and benefits
expense of $27 million, reflecting compensationéases, increased staffing, and higher stock-bam®gpensation expense. Moody’s global
staffing of about 2,500 employees at March 31, 2085 approximately 6% higher than at March 31, 2@0d reflected hiring in the United
States and Europe ratings and research businesseppgort business growth and additional staffriarfce and technology support functions.
Stock-based compensation expense increased $1lichmpear-to-year. As more fully discussed in N&@téo the condensed consolidated
financial statements, the Company adopted thesédire method provisions of SFAS No. 123 prospebtitseginning on January 1, 2003. 1
yearto-year increase in expense reflects the phasiof €xpense over the current four-year equity pkesting period as annual equity grants
are made, the effects of a higher share price @ewdlue of the 2005 equity grants and approxima&@lE million related to the accelerated
expensing of equity grants for employees at or netimiement eligibility. In addition, foreign cumey translation accounted for approximately
$2 million of the year-to-year expense growth.

First quarter operating income of $212.5imnillrose $29.6 million or 16.2% from $182.9 millionthe same period of 2004. Foreign
currency translation contributed approximately $iom to operating income growth. Moody’s operatimargin for the first quarter of 2005
was 54.4% compared to 55.2% a year earlier. Thadingf accelerated expensing of equity grants medieto above reduced the first quarter
2005 operating margin by approximately 200 basiatpo

Moody’s reported $5.2 million of interest amither non-operating expense, net for the firsrignaf 2005 compared with $5.0 million for
the same period of 2004. Interest expense wasrlign for each of the three months ended MarchZRD5 and 2004 and was principally
related to Moody’s $300 million of private placemeebt. Interest income was $4.5 million in thetfiquarter of 2005 compared to
$1.1 million in the first quarter of 2004. The irase was due to a higher average investment badangell as an increase in the weighted
average yield. Foreign exchange losses were $3liémand $0.5 million in the first quarter of 20@5d the first quarter of 2004,
respectively.
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Moodys effective tax rate was 42.7% in the first quanfe2005 compared to 41.8% in the first quarte2@®4. The 2005 effective tax r
included a charge of $2.7 million related to legamome tax exposures that were assumed by Moady'snnection with its separation from
The Dun & Bradstreet Corporation in October 20@®(€ontingencies — Legacy Tax Matters, below).

Net income was $118.7 million for the firstagiter of 2005, an increase of $15.2 million o724 from $103.5 million in the same period
of 2004. Basic and diluted earnings per sharehferfitst quarter of 2005 were $0.79 and $0.78,aethgely, compared to basic and diluted
earnings per share of $0.69 and $0.68, respectifalyhe first quarter of 2004.

Segment Results
Moody’s Investors Service

Revenue at Moody’s Investors Service forfits quarter of 2005 was $359.2 million, up $5mBlion or 18.4% from $303.4 million in
the first quarter of 2004. Ratings revenue grew.&$4illion, with approximately 70% of that growtbroing from U.S. structured finance,
European financial institutions and corporate fo@rAdditionally, research revenue increased apprately $10 million year-to-year.
Foreign currency translation accounted for appretaty $6 million of reported revenue growth.

Structured finance revenue was $138.5 mill@rthe first quarter of 2005, an increase of $28illion or 19.4% from $116.0 million in
the same period of 2004. Approximately $22 millafrthe increase was in the U.S., with the resiédéntiortgage and home equity loan sector
and the credit derivatives sector contributing ®&¥% of this amount. Continued strength in housitagkets and gains in Moody’s coverage
supported strong revenue growth in the resident@tgage and home equity loan sector. In the cosdivatives sector, increases in credit
spreads supported strong issuance. The U.S. amp&am commercial mortgage backed sectors alsoilooietd to growth. International
structured finance revenue grew approximately $lianiyear-to-year, with Europe contributing $2 haih which was offset by weakness in
other international areas, particularly in Japae ttua decline in issuance of asset-backed sexsirforeign currency translation also
contributed to growth in international structur@tafhce revenue.

Corporate finance revenue was $80.3 millmrtlie first quarter of 2005, up $7.0 million 06% from $73.3 million in the first quarter of
2004. Revenue was essentially flat in the U.S. Regdrom U.S. investment grade bond ratings wakamged from the prior year, reflecting
a 10% decline in issuance offset by revenue grdrotin the Company’s Enhanced Analysis InitiativebbBiow investment grade sectors, the
impact of a nearly 25% decline in high-yield isstamwas partly offset by strong issuance-relate@tirin bank loan ratings revenue.
International corporate finance revenue increaSenhiflion or 34% reflecting, among other thingsywnating relationships and increased t
yield corporate bond and bank loan issuance. Eusropeunted for over 80% of total international gitowith revenue in the region increas
45% over the prior year period. Price increasesfangrable foreign currency exchange rates alsdriborted to year-to-year growth in global
corporate finance revenue.

Revenue in the financial institutions andeseign risk group was $65.7 million for the firstagter of 2005, an increase of $13.2 milliol
25.1% from $52.5 million in the first quarter of @0 In the U.S., revenue grew approximately $1iaml|l principally reflecting strong
issuance in the insurance sector, which offset eeskuance by banks and other financial instihgtionternationally, revenue grew over
$12 million compared to the prior year period wihrope accounting for over 90% of the growth. Thiedgean performance reflected very
strong bank issuance, as they took advantage ¢ihcdmg low interest rates and as German landesbiskied bonds ahead of the removal of
government guarantees that will occur in mid-206%ddition, new ratings relationships, price irases and favorable foreign currency
exchange rates also contributed to year-to-yeawthrin global financial institutions revenue.

Public finance revenue was $23.2 milliontfue first quarter of 2005, an increase of $3.1iamillor 15.4% from $20.1 million for the sai
period in 2004. Dollar issuance in the municipatdbonarket increased approximately 12% versus thee ggeriod in 2004, in part as issuers
accelerated borrowings in anticipation of highaeiast rates later in the year. Refinancings retesl 46% of total dollar issuance in the 1
quarter of 2005, versus 42% in the same period®0#2
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Research revenue of $51.5 million for thstfguarter of 2005 was $10.0 million or 24.1% higtivan the $41.5 million reported in the
first quarter of 2004. Revenue grew by approxinya$d million in the U.S. and about $6 million intationally with Europe accounting for
two-thirds of international growth. Growth in salesre§earch products in the corporate, financialtmstins and structured finance sectors
well as data and analytic products, accountedgpraimately $7 million of the research revenuevgto Licensing of Moody’s data to
customers for internal use and redistribution anted for the majority of the remaining revenue diowm the quarter.

Moody’s Investors Service operating, selliggneral and administrative expenses, includingarate expenses, were $145.3 million for
the first quarter of 2005, an increase of $28.8ionilor 24.7% from $116.5 million in the first quer of 2004. Compensation and benefits
expense accounted for $27 million of the expensgtr. This increase included $11.5 million relatedtock-based compensation, as
discussed above. The growth also reflected compiensacreases, staffing growth in the United Stated Europe ratings and research
business to support business growth and additgtaflin finance and technology support functidrsteign currency translation contributed
approximately $2 million to year-to-year growthréported expenses.

Moody’s Investors Service operating incom&209.5 million for the first quarter of 2005 wgs $26.7 million or 14.6% from
$182.8 million in the first quarter of 2004. Foneigurrency translation contributed approximatelyn@iflion to the year-to-year growth in
operating income.

Moody's KMV

Moody’s KMV revenue of $31.3 million for thiest quarter of 2005 was up $3.5 million or 12.&%m $27.8 million for the same period
in 2004. MKMV's global revenue growth reflectedastg growth in credit decision software and softwatated professional services.
Revenue from new subscriptions for credit risk assgnt products, including CreditEdge RiskCalc™ and Portfolio Manage™ also
contributed to growth, but this growth was partialffset by client attrition primarily due to bankergers.

MKMV’s operating, selling, general and admsinative expenses were $24.1 million for the fipsarter of 2005, an increase of
$0.6 million or 2.6% from $23.5 million in the firquarter of 2004. First quarter 2005 expensesided $0.9 million for stock-based
compensation expense, which was $0.2 million highan the prior year. Depreciation and amortizatrpense was $4.2 million in each of
the first quarters of 2005 and 2004. MKMV operatingome was $3.0 million for the first quarter & compared with $0.1 million in the
first quarter of 2004. Currency translation did have a significant year-to-year impact on MKMVugs.

Liquidity and Capital Resources

Cash Flow

The Company is currently financing its opienag and capital expenditures through cash flounfoperations. Net cash provided by
operating activities was $156.5 million and $10®ilion for the three months ended March 31, 2008 2004, respectively.

Moody'’s net cash provided by operating atigrgiin the first quarter of 2005 increased by $58illion compared with the prior year
period. Contributing to this growth was the incee@asnet income of $15.2 million, which includedianrease in non-cash expense of
$11.7 million related to stock-based compensatimaddition, timing of quarterly federal, state antkrnational income tax payments and
growth in the tax provision in the first quarter2ff05 compared with 2004 contributed approxima$dg million to year-to-year growth in
cash provided by operating activities. Partiallfsefting this benefit was the payment of approxaha$13 million related to the settlement of
legacy matters, as discussed below in “ContingsneieLegacy Tax Matters”.

Net cash used in investing activities wa$$billion for the three months ended March 31, 266 pared with $9.4 million for the same
period of 2004. Spending for property and equipnaak for development costs for MKMV’s software puots totaled $5.5 million for the
first quarter of 2005 compared
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with $6.6 in the first quarter of 2004. The remandf the 2004 period spending related to investmenaffiliates.

Net cash provided by financing activities 24.4 million for the three months ended MarchZ105 compared to $0.7 million for the
three months ended March 31, 2004. Proceeds fremtises of stock options were $32.9 million in 2085 period and $42.7 million in the
2004 period. These amounts were partially offse$®y.5 million of share repurchases in the firsirter of 2004 (whereas no share
repurchases were made in the first quarter of 2808)dividends paid of $11.2 million in each period

Future Cash Requirements

Moody’s currently expects to fund expendituas well as liquidity needs created by changesoitking capital from internally generated
funds. The Company believes that it has the fir@meisources needed to meet its cash requirenmmisef next twelve months and expects to
have positive operating cash flow for fiscal ye@02. Cash requirements for periods beyond themetve months will depend among other
things on the Company’s profitability and its atyilio manage working capital requirements.

The Company currently intends to use a portibits cash flow to pay a quarterly dividend, efhthe Board of Directors raised from
$0.075 per share to $0.11 per share (on a preksdis) in February 2005 (the new dividend amoduttbe $0.055 per share after giving
effect to the two-for-one stock split discussedliote 11 to the condensed consolidated financiéistants). The continued payment of
dividends at this rate, or at all, is subject te tliscretion of the Board of Directors.

The Company also currently intends to usentagrity of its remaining cash flow provided byevgting activities to continue its share
repurchase program. However, the Company exerdisegetion as to when and at what price to repwelshares. Accordingly, share
repurchase activity may fluctuate from quarteruarter, and there may be periods in which the Camppaes not repurchase shares.

In addition, the Company will from time tonte consider cash outlays for acquisitions of oestments in complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlay$udtieg during 2005 and thereafter, to
pay to New D&B its share of potential liabilitieslated to the legacy tax and legal contingenciasdte discussed in this Management'’s
Discussion and Analysis of Financial Condition &w®bults of Operations under “Contingencies”. Initold, management is currently
evaluating refinancing alternatives for its $300liom of notes payable outstanding, which matur&aptember 2005. It is possible that the
Company may not immediately refinance these noteswthey mature, in which case their repayment éveubstantially reduce the
Company’s cash balance. These potential cash sutlayld be material and might affect liquidity reqments, and they could cause the
Company to pursue additional financing. There camd assurance that financing to meet cash reqgeir=nwill be available in amounts or
terms acceptable to the Company, if at all.

Indebtedness

At March 31, 2005 and 2004, the Company hadtanding $300 million of notes payable. The Comypaiso had in place at March 31,
2005 a $160 million bank revolving credit facilityhich replaced two $80 million facilities that veen place at March 31, 2004. There were
no borrowings under the revolving credit faciliteigring 2005 or 2004.

On October 3, 2000 the Company issued $3UBmof notes payable (the “Notes”) in a privategement. The Notes have a five-year
term and bear interest at an annual rate of 7.@Hable semi-annually. In the event that Moodygspall or part of the Notes in advance of
their maturity (the “prepaid principal”), such peggnent will be subject to a penalty calculated Hasethe excess, if any, of the discounted
value of the remaining scheduled payments, aselfimthe agreement, over the prepaid principahddg@ment is in the process of evalug
refinancing alternatives for the Notes when theyurain September 2005. At March 31, 2005 and Déezr@l, 2004, the Notes have been
classified as a current liability.
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On September 1, 2004, Moody’s entered irfteeayear senior, unsecured revolving credit fagi(the “Facility”) in an aggregate princig
amount of $160 million that expires in Septembed@0rhe Facility replaced the $80 million 5-yeagility that was scheduled to expire in
September 2005 and the $80 million 364-day faciligt expired in September 2004. Interest on bamgsvunder the Facility is payable at
rates that are based on the London InterBank QffRage plus a premium that can range from 17 Ipgsigs to 47.5 basis points, depending
on the Company’s ratio of total indebtedness toiegs before interest, taxes, depreciation and &ration (“Earnings Coverage Ratio”), as
defined in the related agreement. At March 31, 2806h premium was 17 basis points. The Comparmypalgs quarterly facility fees,
regardless of borrowing activity under the Facilitye quarterly fees can range from 8 basis poihtse Facility amount to 15 basis points,
depending on the Company’s Earnings Coverage Ratibwere 8 basis points at March 31, 2005. UrtdeFacility, the Company also pays
a utilization fee of 12.5 basis points on borroveimgyitstanding when the aggregate amount outstandidgr the Facility exceeds 50% of the
Facility.

Management may consider pursuing additiomadterm financing when it is appropriate in light @sh requirements for share repurcl
and other strategic opportunities, which would heisthigher financing costs.

The Notes and the Facility (the “Agreementsihtain covenants that, among other things, céghe ability 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 defim¢he related agreements. The Agreements als@icdfinancial covenants that, among
other things, require the Company to maintain aer@st coverage ratio, as defined in the relatedemgents, of not less than 3 to 1 for any
period of four consecutive fiscal quarters, andEamings Coverage Ratio, as defined in the relaggdements, of not more than 4 to 1 at the
end of any fiscal quarter. At March 31, 2005, tlerpany was in compliance with such covenants. Uperoccurrence of certain financial
economic events, significant corporate events daiteother events constituting an event of defantter the Agreements, all loans
outstanding under the Agreements (including accinilest and fees payable thereunder) may beréedimmediately due and payable and
all commitments under the Agreements may be teteihdn addition, certain other events of defanlder the Agreements would
automatically result in amounts due becoming immiedly due and payable and all commitments beingiteted.

Off-Balance Sheet Arrangements

At March 31, 2005, Moody'’s did not have asiationships with unconsolidated entities or firiahpartnerships, such as entities often
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamphich would have been established for the
purpose of facilitating off-balance sheet arrangater other contractually narrow or limited purgesAs such, Moody’s is not exposed to
any financing, liquidity, market or credit risk theould arise if it had engaged in such relatiopshi

Contractual Obligations
As of March 31, 2005, there had not beenraaterial changes outside the normal course of basim Moodys contractual obligations
presented in its annual report on Form 10-K foryibar ended December 31, 2004.

Dividends

As noted above, in February 2005 the CommaByard of Directors declared a quarterly dividen80.11 per share (compared with the
prior quarterly dividend of $0.075 per share) befgiving effect to the two-for-one stock split tigtiscussed in Note 11 to the condensed
consolidated financial statements. The dividendclvivill be $0.055 per share after giving effecttie stock split, is payable on June 15,
2005 to shareholders of record on May 27, 2005ideivds paid in each of the first quarter of 2008 2004 were $11.2 million.
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Outlook

While Moody’s revenue and earnings growtlesdor the first quarter of 2005 were above theyfear growth rate guidance provided
when the Company reported its 2004 results in Rerla005, the overall outlook for 2005 remains samigally unchanged from the previous
guidance. Moody'’s still believes that its overalvenue growth rates will slow throughout the yeat tnat full year revenue will decline in
several important businesses in the U.S., namelydbidential mortgage-backed and home equity deators, public finance and high yield
corporate bonds.

The outlook is based on assumptions abouymeatroeconomic and capital market factors, incigdnterest rates, corporate profitability
and business investment spending, merger and @oguiactivity, consumer spending, residential gage refinancing activity, securitizati
levels and capital markets issuance. There is @oritant degree of uncertainty surrounding theseraptions and, if actual conditions differ
from these assumptions, Moody'’s results for the yeay differ from the current outlook.

In the U.S., the Company expects mid-singdgt-gercent revenue growth for the ratings an@aesh business for the full year 2005. In
the U.S. structured finance market, Moody'’s exp#ws revenue from rating residential mortgage faomie equity securities will decline by
high-teens to twenty percent in 2005 from the rddevel of 2004. This is modestly less than thdidef twenty percent or more that the
Company originally anticipated. Moody’s continueskpect good year-over-year growth in severalragbetors of U.S. structured finance,
including asset-backed securities and credit dévies, and flat revenue performance in asset-backetnercial paper. In addition, the
Company has increased its revenue outlook for caialanortgage-backed securities from mid-singlgitddercent growth to high single-
digit to low double-digit percent growth, on theesigth of the first quarter. Accordingly, for thdlfyear 2005 Moody’s continues to expect a
slight year-to-year decline in U.S. structured fioa revenue.

In the U.S. corporate finance business, gigarer than expected issuance in the first quatter Company now expects that both
investment-grade and speculative-grade bond issuailiche somewhat weaker than anticipated at #ggrining of the year. Moody'expect
this weakness to be offset by stronger than exgagiawth in bank loan ratings and by revenue rdlatehe Enhanced Analysis Initiative,
resulting in mid single-digit percent growth in emwe.

In the U.S. financial institutions sectore tBiompany continues to expect that the impaciapissuance volume will be offset by revenue
related to the enhanced analysis initiative anthfrew rating relationships, providing low doublgitipercent growth in this sector in 2005.

Despite a strong first quarter in U.S. pufilance, Moody'’s still expects a second conseeugmar of modest year-to-year revenue
decline in this sector, as the Company believesissaance was accelerated into the first quantéake advantage of continuing low interest
rates. Moody’s also continues to forecast stromgvit in the U.S. research business.

Outside the U.S., the Company still expectsmth in ratings and research revenue in the rafi@®%, with double-digit percent growth
in all major business lines and regions, assisyef@orable foreign currency impacts. Moody’s potien assumes improved corporate
issuance in Europe after a relatively weak 2004desbissuance growth in the financial institutisestor and good growth in several sectors
of structured finance in Europe and Japan. In aadithe Company expects continued strong growthtarnational research revenue.

Finally, Moody’s continues to expect globavenue at Moody’s KMV to rise in the mid-teens petaange, reflecting good growth in
both credit risk assessment subscription produrdsceedit processing software products.

For Moody’s overall, the Company expects nexegrowth in the 7% to 10% range for the full y2@®5 including the positive impact of
currency translation. Moody’s expects its operatimaygin to be down approximately 200 basis pomt8d05 compared with 2004. This
reflects slower expected revenue growth in 2006 th&#004 and the investments the Company is coiminto make to expand
geographically, improve analytic processes, andyriratings transparency and compliance initiativéise Moody’s Investors Service
business, introduce new products and improve tdogganfrastructure.
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For 2005, Moody’s expects that year-oyear growth in diluted earnings per share will fbéhie 14% to 16% range. This expected grc
includes the impacts of the 2004 and first quaZ65 legacy tax provisions and the expensing afksbased compensation in both 2005 and
2004. The impact of expensing stock-based compiens@hcluding the expense acceleration relategtioement eligibility) is expected to be
in the range of $0.21 —0%23 per diluted share in 2005, compared to $0etdjputed share in 2004. The estimated 2005 expexrsludes th
effects of adopting Statement of Financial Accaugtstandards No. 123R, Share-Based Payment, whiddks will implement effective as
of January 1, 2006 based on the Securities andaExehCommission’s recent rule allowing deferrahefimplementation date.

Recently Issued Accounting Standards

In May 2004, the FASB issued FASB Staff Hori{“"FSP”) No. FAS 106-2, “Accounting and DiscleslRequirements Related to the
Medicare Prescription Drug, Improvement and Modaatidon Act of 2003” (the “Act”). The Act providesew government subsidies for
companies that provide prescription drug benefitetirees. Moody’s has incorporated the effecthefAct into the measurement of plan
assets and obligations as of December 31, 20Q%rinary 2005, the Centers for Medicare and Medi8aittices published final regulations
implementing major provisions of the Act resultinga $0.8 million reduction to the Company’s acclated post-retirement benefit
obligation. The adoption of FSP 106-2 and the fieglulations had no significant effects on the Canys net periodic post-retirement
expense in the first quarter of 2005.

In December 2004, the FASB issued FSP No:2108ccounting and Disclosure Guidance for thedigin Earnings Repatriation
Provision within the American Jobs Creation Ac2604”, which provides guidance under SFAS No. 188counting for Income Taxes”,
with respect to recording the potential impacthef tepatriation provisions of the American Jobsa@Goa Act of 2004 (the “Jobs Act”). The
Jobs Act provides for a special one-time tax dedoaelating to a portion of certain foreign eagsrthat are repatriated in 2004 or 2005. The
Company plans to repatriate a portion of foreigmiegs in 2005 and continues to evaluate the effetthe Jobs Act on its consolidated
results of operations and financial position.

In December 2004, the FASB issued SFAS N8.(Revised 2004) “Share-Based Payment” (“SFAS NGRL). Under this
pronouncement, companies are required to recorgbensation expense for all share-based payment aveashctions granted to employees,
based on the fair value of the equity instrumenhattime of grant. This includes shares issueduathployee stock purchase plans, stock
options, and restricted stock and stock appreciatghts. SFAS No. 123R eliminates the ability éc@unt for share-based compensation
transactions using APB Opinion No. 25, “Accountfng Stock Issued to Employeesthich had been provided in SFAS No. 123 as oridjir
issued. In March 2005 the Securities and Excharagerfission (SEC) issued Staff Accounting Bulletin. 67 (SAB 107). SAB 107
expresses views of the SEC staff regarding theaot®n between this statement and certain SEG.riteApril 2005, the SEC allowed pub
companies to delay the implementation of SFAS 128 the first annual period beginning after Jdi% 2005. The Company plans to
implement this standard effective January 1, 200&. Company does not believe that the impact optoio will be material to its
consolidated results of operations and financiaitmm. The Company is currently assessing the anpfthe adoption on the classification of
tax benefits from exercise of stock options betwegerating and financing activities on the consakd statement of cash flows. However,
Moody’s currently anticipates that its 2006 stocknpensation expense will be higher than its 20@feese before the $9.1 million charge
discussed in Note 2 to the financial statementgesihe Company has been phasing in the expenkamnaal stock award grants
commencing in 2003 over the current four-year syaek vesting period.

In March 2005, the FASB issued FSP No. 4&R)mplicit Variable Interests under FASB Intergaton No. 46 (revised December
2003), Consolidation of Variable Interest Entiti€§¥SP 46(R)-5"), which provides guidance for aggmg enterprise on whether it holds an
implicit variable interest in a variable interestigy (VIE) or potential VIE when specific conditis exist. FSP 46(R)-5 is effective the first
period beginning after March 3, 2005 and, accotglingill be adopted by the Company on April 1, 2006e Company does not expect the
adoption to have a material impact on its constidaesults of operations or financial position.
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Contingencies

From time to time, Moody'’s is involved in Bdgand tax proceedings, claims and litigation #ratincidental to the Company’s business,
including claims based on ratings assigned by Mdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitisband contingencies in connection with thessters, based upon the latest
information available. For those matters whers hiath probable that a liability has been incuand the probable amount of loss can be
reasonably estimated, the Company believes itdrawded appropriate reserves in the condensed latatsad financial statements and
periodically adjusts these reserves as appropimatither instances, because of the uncertairgiasad to both the probable outcome and
amount or range of loss, management is unable ke maeasonable estimate of a liability, if any.allitional information becomes
available, the Company adjusts its assessmentssiimates of such liabilities accordingly.

Based on its review of the latest informatimailable, in the opinion of management, the wtieriability of the Company in connection
with pending legal and tax proceedings, claimsléigation will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencies

Moody'’s also has exposure to certain potéhidibilities assumed in connection with the 2008tBbution. These contingencies are
referred to by Moody’s as “Legacy Contingencies”.

Information Resources, Inc.

The following is a description of an antitriesvsuit filed in 1996 by Information Resources;.I(“IRI”). As more fully described below,
VNU N.V., a publicly traded Dutch company, andUtsS. subsidiaries, VNU, Inc., ACNielsen Corporat{tACNielsen”), AC Nielsen (US),
Inc. (“ACN (US)”), and Nielsen Media Research, IG®NMR”) (collectively, the “VNU Parties”), have asmed exclusive joint and several
liability for any judgment or settlement of thistdrust lawsuit. As a result of the indemnity olaligon, Moodys does not have any exposur
a judgment or settlement of this lawsuit unless\hgJ) Parties default on their obligations. Howevarthe event of such a default,
contractual commitments undertaken by Moody’s inngztion with various corporate reorganizationseih996 would require the Company
to bear a portion of any amount not paid by the VIRAUties. Moreover, as described below, on FebrLaP905, the U.S. District Court for
the Southern District of New York entered a finadlgment against IRI dismissing IRI's claims witlejodice and on the merits. On
February 2, 2005, the Court entered IRI's noticamgeal to the Second Circuit. The appeal is erpeict be argued no earlier than the week
of June 13, 2005.

In July 1996, IRI filed a complaint, subseqiygamended in 1997, in the U.S. District Courttfoe Southern District of New York,
naming as defendants the corporation then knowirhasDun & Bradstreet Corporation (now known as RDdnnelly), A.C. Nielsen
Company (a subsidiary of ACNielsen) and IMS Int¢ioreal, Inc. (a subsidiary of the company then kn@g Cognizant). At the time of the
filing of the complaint, each of the other defendamas a subsidiary of the company then known &sDOlUm & Bradstreet Corporation.

The amended complaint alleges various viofstiof United States antitrust laws under Sectioasd 2 of the Sherman Act. The amended
complaint also alleges a claim of tortious intezfare with a contract and a claim of tortious irgerfice 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 IRl when it agreed to baisied by defendants and that defendants induced t8R@ach that agreement.

IRI's antitrust claims allege that defendaseseloped and implemented a plan to undermines|&bility to compete within the United
States and foreign markets in North America, Latmerica, Asia, Europe and Australia/ New Zealandulgh a series of anti-competitive
practices, including: unlawfully
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tying/bundling services in the markets in whichatefants allegedly had monopoly power with servigesarkets in which ACNielsen
competed with IRI; entering into exclusionary cawets with retailers in certain countries to denj/dRccess to sales data necessary to
provide retail tracking services or to artificialigise the cost of that data; predatory pricingpéing foreign market competitors with the
intent of impeding IR efforts to expand; disparaging IRI to financiahlysts and clients; and denying IRI access totabpecessary for it 1
compete.

IRI claims damage in excess of $650 milliwhjch IRI also asked to be trebled. IRI has fileiththe Court the report of its expert who
has opined that IRI suffered damages of betweeg $%Bion and $652 million from the defendants’eged practices. IRI also sought
punitive damages in an unspecified amount.

On June 21, 2004, pursuant to a stipulatetaveen IRl and defendants, the Court ordered #rdaio of IRI's claims be dismissed with
prejudice from the lawsuit, including the claimatklefendants tortiously interfered with the SRGuasition. The Company believes that the
dismissal of the tortious interference claims gdsecludes any claim for punitive damages.

On December 3, 2004, the Court entered Im&n®rder No. 1, which bars IRI from “arguing tiNielsen’s pricing practices or discounts
were illegal or anti-competitive unless it can prdkiey involved prices below short-run averagealde cost, calculated without the inclusion
of Nielsen’s “Fixed Operations’ costs”. On Decemb@r 2004, IRI issued a press release, which saiélévant part, “Without this evidence,
IRI believes that little would be left of IRI's caso take to trial”. IRl asked the Court to entdinal judgment against it, so that it could take
an immediate appeal to the Court of Appeals forSaeond Circuit. Defendants did not object to thguest. On February 1, 2005 the Court
entered a final judgment dismissing IRI's claimshaprejudice and on February 2, 2005, the CousrentIRI’s notice of appeal to the Seci
Circuit. The Court of Appeals for the Second Cittds ordered that the appeal be argued no etréiarthe week of June 13, 2005.

In connection with the 1996 Distribution, NMRen known as Cognizant Corporation), ACNielsed Bonnelley (then known as The
Dun & Bradstreet Corporation) entered into an Indigynand Joint Defense Agreement (the “Originaldnmhity and Joint Defense
Agreement”), pursuant to which they agreed to:

- allocate potential liabilities that may relate aoise out of or result from the IRI lawsu“IRI Liabilities”); and
« conduct a joint defense of such acti

In 2001, ACNielsen was acquired by VNU N.Which assumed ACNielsen’s obligations under thgi@al Indemnity and Joint Defense
Agreement.

Under the terms of the 1998 Distribution, O&IB assumed all potential liabilities of Donnelléhen known as The Dun & Bradstreet
Corporation) arising from the IRI action and agréthdemnify Donnelley in connection with such @atial liabilities. Under the terms of t
2000 Distribution, New D&B undertook to be jointynd severally liable with Moody’s for Old D&B’s dghtions to Donnelley under the
1998 Distribution, including for any liabilitiesiamg under the Original Indemnity and Joint Defedgireement and arising from the IRI
action itself. However, as between New D&B and Mgsdit was agreed that under the 2000 Distribyteach of New D&B and Moody’s
will be responsible for 50% of any payments reqlib@be made to or on behalf of Donnelley with extfio the IRI action under the terms of
the 1998 Distribution, including legal fees or enpes related to the IRI action.

On July 30, 2004, the VNU Parties, Donnelldpody’s, New D&B and IMS Health entered into an Amended Restated Indemnity a
Joint Defense Agreement (the “Amended Indemnity midt Defense Agreement”).

Pursuant to the Amended Indemnity and Joefebse Agreement, any and all IRI Liabilities imear by Donnelley, Moody’s, New D&B
or IMS Health relating to a judgment (even if nioial) or any settlement being entered into in Redction will be jointly and severally
assumed, and fully discharged, exclusively by
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the VNU Parties. Under the Amended Indemnity aridtIdefense Agreement, the VNU Parties have agtegointly and severally,
indemnify Donnelley, Moody’s, New D&B and IMS Healirom and against all IRI Liabilities to which thbecome subject. As a result, the
cap on ACNielsen’s liability for the IRI Liabilitee which was provided for in the Original Indemratyd Joint Defense Agreement, no longer
exists and all such liabilities are the respongjbdf the VNU Parties pursuant to the Amended mday and Joint Defense Agreement.

In addition, the Amended Indemnity and J@efense Agreement provides that if it becomes reazgdo post any bond pending an
appeal of an adverse judgment, then the VNU Pastiai obtain the bond required for the appealsrall pay the full cost of such bond.

In connection with entering into the Amendedemnity and Joint Defense Agreement, Donnellegot¥y’s, New D&B and IMS Health
agreed to amend certain covenants of the Origimdgrnity and Joint Defense Agreement to provideaimal flexibility for ACNielsen
going forward. In addition, the Amended Indemnitdaloint Defense Agreement includes certain amenthie the covenants of ACNielsen
(which, under the Amended Indemnity and Joint Deéefigreement, are now also applicable to ACN (U8)ch the Company understand
holds ACNielsen’s operating assets), which aregiesl to preserve such parties’ claims-paying gkalitd protect Donnelley, Moody’s, New
D&B and IMS Health. Among other covenants, ACNielsad ACN (US) agreed that neither they nor antheir respective subsidiaries will
incur any indebtedness to any affiliated personepkindebtedness which its payment will, afteagnpent obligation under the Amended
Indemnity and Joint Defense Agreement comes duegbditioned on, and subordinated to, the paymedtperformance of the obligations
such parties under the Amended Indemnity and Iéfiénse Agreement. VNU N.V. has agreed to havipgpaess agent in New York to
receive on its behalf service of any process caniegrthe Amended Indemnity and Joint Defense Agergm

As described above, the VNU Parties haverasdiexclusive responsibility for the payment ofigll Liabilities. However, because
liability for violations of the antitrust laws isijnt and several and because the rights and oldigatelating to the Amended Indemnity and
Joint Defense Agreement are based on contractiasibreships, the failure of the VNU Parties to fiitheir obligations under the Amended
Indemnity and Joint Defense Agreement could raéauhe other parties bearing all or a portion & tRI Liabilities. Joint and several liability
for the IRI action means that even where more tradefendant is determined to have been resperfsibhn alleged wrongdoing, the
plaintiff can collect all or part of the judgmembin just one of the defendants. This is true rdgasdof whatever contractual allocation of
responsibility the defendants and any other indéimg parties may have made, including the allaoaidescribed above between the VNU
Parties, Donnelley, Moody’s, New D&B and IMS Health

Accordingly, and as a result of the allocasiof liability described above, in the event tHélParties default on their obligations under
the Amended Indemnity and Joint Defense Agreensah of Moody’s and New D&B will be responsible the payment of 50% of the
portion of any judgment or settlement ultimatelydplay Donnelley (which is a defendant in the IRfi@ai), which can be as high as all the IRI
Liabilities.

The Company is unable to predict the outcofitee IRI action (including the appeal), or thesincial condition of any of the VNU parties
or the other defendants at the time of any sucboou¢ and hence the Company cannot estimate thkiy &b pay the IRI Liabilities pursuant
to the Amended Indemnity and Joint Defense Agreé¢methe amount of the judgment or settlement élfI action. However, provided tr
the VNU Parties fulfill their obligations under thenended Indemnity and Joint Defense AgreementCitrapany believes that the resolut
of this matter, irrespective of the outcome of ilReaction, should not materially affect Moody’siéincial position, results of operations and
cash flows. Accordingly, no amount in respect @ thatter has been accrued in the Company’s coederensolidated financial statements.
If, however, IRl were to prevail in whole or in par this action and if Moody’s is required to pagptwithstanding such contractual
obligations, a portion of any significant settlernenjudgment, the outcome of this matter couldehavmaterial adverse effect on Moody’s
financial position, results of operations, and cieis.
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Legacy Tax Matters

Old D&B and its predecessors entered intbagldax planning initiatives in the normal courgdosiness, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaeélkew by tax authorities.

Pursuant to a series of agreements, as betivemselves, IMS Health Incorporated (“IMS Headlthiid Nielsen Media Research, Inc.
(“NMR?”) are jointly and severally liable to pay offralf, and New D&B and Moody’s are jointly and seaddy liable to pay the other half, of
any payments for taxes, penalties and accruecksttezsulting from unfavorable IRS rulings on dertax matters as described in such
agreements (excluding the matter described beldWmsrtization Expense Deductions” for which New B&nd Moody’s are solely
responsible) and certain other potential tax lifed, also as described in such agreements, é&arD&B and/or Moody’s pays the first
$137 million, which amount was paid in connecticithwhe matter described below as “Utilization aipital Losses”.

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

Without limiting the generality of the fordgg, three specific tax matters are discussed helow

Royalty Expense Deductions

During the second quarter of 2003, New D&Beiiged an Examination Report from the IRS with ez$fto a partnership transaction
entered into in 1993. In this Report, the IRS statie intention to disallow certain royalty expemsluctions claimed by Old D&B on its tax
returns for the years 1993 through 1996 (the “RgyREport”). In the first quarter of 2004, New D&Bceived a similar Examination Report
(the “Second Royalty Report”) relating to the figstarter of 1997.

During the second quarter of 2003, New D&8oaleceived an Examination Report that had beerdsby the IRS to the partnership,
stating the IRS’ intention to ignore the partneps$tructure that had been established in 1993nnexction with the above transaction, and to
reallocate to Old D&B income and expense items tilaatbeen reported in the partnership tax returi 966 (the “Reallocation Report”).
New D&B also received a similar Examination Refthie “Second Reallocation Report”) issued to the pastimigrwith respect to the first
quarter of 1997.

In June 2004, New D&B and the IRS conductetkediation of these issues, at which they reacHeasis for settlement with regard to the
Royalty Report for 1995 and 1996, the ReallocaReport, and certain tax refund claims made by QdBDelated to 1995 and 1996 (the
“Preliminary Settlement”). The Preliminary Settlem&vas subject to the execution of a formal selehagreement. In addition, the IRS
reasserted its position that certain tax refundndanade by Old D&B related to 1993 and 1994 mapfiset by tax liabilities relating to the
above mentioned partnership formed in 1993. New Rifgagrees with the position taken by the IRS f®3land 1994 and Moody’s
understands that New D&B plans to file a proteshwhe IRS Appeals Office. If the protest is unsssful New D&B can either: (1) abandon
its tax refund claims; or (2) challenge the IRSml& U.S. District Court or the U.S. Court of FealeClaims. Moody’s estimates that its
exposure for the write-off of deferred tax assetated to these tax refund claims could be up tmiiéon.

As of June 30, 2004, Moody’s had adjustedeserves for the Royalty Expense Deductions maitesflect the Company’s estimates of
probable exposure for the Preliminary Settlemedttae other matters discussed in the precedingpgph. In accordance with the 1996
Distribution Agreement, New D&B was required to abtthe consent of Moody’s, IMS Health and NMR a®adition to executing the
formal settlement agreement. However, New D&B waahle to obtain consent from IMS Health and NMR aadordingly, New D&B and
the IRS were unable to agree on the terms of adbsettlement agreement by the November 1st deanttiposed by the IRS. As a result, the
IRS withdrew the Preliminary Settlement, but New B &ontinues to maintain a dialogue with the IR$caa settlement of this matter. In the
fourth
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quarter of 2004, Moody’s had increased its resefwethis matter to reflect its updated estimatiegrobable exposure.

The Company believes that, in accordance thighl 996 Distribution Agreement, IMS Health and RMby withholding their consent to
the formal settlement agreement, would be contadlgteesponsible to pay any excess amounts ab@/Bibliminary Settlement that may
ultimately be owed with respect to tax years 199% 5996. IMS Health has alleged various breach&eef D&B'’s obligations under the
1996 Distribution Agreement related to New D&B’smagement and attempted settlement of this mattdre Iparties fail to resolve their
dispute, Moody's understands that New D&B antigsatommencing arbitration proceedings against IM&ltH and NMR. Based on our
current understanding of the positions of New D&RIdMS Health, the Company believes it is likelatiNew D&B should prevail, but we
cannot predict with certainty the outcome.

In addition, the Second Royalty Report arelSlecond Reallocation Report, which were not dadew D&B’s preliminary settlement
with the IRS, have not been resolved. Moody’s esti® that its share of the potential required payntethe IRS for this matter is
$0.1 million (including penalties and interest, ared of tax benefits).

Moody’s estimates that its share of the pidéhability for the Royalty Expense Deductionstter could be up to $114 million, which
takes into consideration: (1) the Royalty Repond the Reallocation Reports discussed above (fachwthe Company’s share of the required
payments to the IRS could be up to $105 milliosjuding penalties and interest, and net of tax fisieand (2) the potential write-off of
deferred tax assets (for which the Company’s exygosould be up to $9 million as discussed above)od¥’s could also be obligated for
future interest payments on its share of suchlitgbMoody’s believes that the positions takentbg IRS in the Royalty Reports and the
Reallocation Reports discussed above are inconsisith each other. While it is possible that tRSIcould ultimately prevail in whole or in
part on one of such positions noted above, Moolglgeves that it is unlikely that the IRS will paglvon both.

Amortization Expense Deductions

In April 2004, New D&B received Examinatioreports (the “April Examination Reports”) from theS with respect to a partnership
transaction. This transaction was entered int®®i7land has resulted in amortization expense diethsobn the tax returns of Old D&B since
1997. These deductions could continue through 2mithe April Examination Reports, the IRS statsdntention to disallow the
amortization expense deductions related to thisipeship that were claimed by Old D&B on its 199id 4998 tax returns. New D&B
disagrees with the position taken by the IRS amdeither: (1) accept and pay the IRS assessm@grithélenge the assessment in U.S. Tax
Court; or (3) challenge the assessment in U.SribisEourt or the U.S. Court of Federal Claims, vehim either case payment of the disputed
amount would be required in connection with suchlleinge. IRS audits of Old D&B’s or New D&B’s tagturns for years subsequent to
1998 could result in the issuance of similar Exation Reports, in which case New D&B would alsodtive aforementioned three courses
of action.

Should any such payments be made by New D#i@ted to either the April Examination Reports oy gotential Examination Reports for
future years, including years subsequent to tharséipn of Moody’s from New D&B, then pursuant betterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B58% share. In addition, should New D&B discontirlegming the amortization
deductions on future tax returns, Moody’s would&guired to repay to New D&B an amount equal todiseounted value of its 50% share
of the related future tax benefits. New D&B haddpihie discounted value of 50% of the future taxdfiénfrom this transaction in cash to
Moody’s at the Distribution Date. Moody’s estimatkat the Company’s current potential exposuredbel up to $97 million (including
penalties and interest, and net of tax benefitsls €xposure could increase by approximately $8anito $6 million per year, depending on
actions that the IRS may take and on whether NevB@8&ntinues claiming the amortization deductionstemax returns.

In the April Examination Reports, the IRScasdated its intention to disallow certain royagpense deductions claimed by Old D&B on
its 1997 and 1998 tax returns with respect to tirgnership transaction. In addition, the IRS stétethtention to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedpo the partnership tax returns for
1997
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and 1998. New D&B disagrees with the positions talie the IRS and can take any of the three cowfastion described in the first
paragraph of this “Amortization Expense Deductiossttion. IRS audits of Old D&B’s or New D&B'’s ta&turns for years subsequent to
1998 could result in the issuance of similar Exation Reports for the subsequent years. Shouldacdly payments be made by New D&B
related to either the April Examination Reportsiny potential Examination Reports for future yetlten pursuant to the terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share of New D&B’payments to the IRS for the period from 1
through the Distribution Date. Moody’s estimateattits share of the potential exposure to the IR8ccbe up to $130 million (including
penalties and interest, and net of tax benefitgjod§’s also could be obligated for future inteqggyments on its share of such liability.

New D&B had filed protests with the IRS Apjz@ffice regarding the April Examination Repoliits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatianeofor further development of the issues. New Didas reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice obposed Adjustment from the IRS for the 1999-2@02ytears which 1) disallows
amortization expense deductions allocated fronp#rénership to Old D&B on its 1999 and 2000 taxine$ and to New D&B on its 2000,
2001 and 2002 tax returns and 2) disallows certainlty expense deductions claimed by Old D&B @enli®99 and 2000 tax returns and by
New D&B on its 2000, 2001 and 2002 tax returns. My’s is in the process of assessing the potentiabsuge related to the Notice.
Currently, the Company does not expect that thisddavill have a material impact on the legacy teserves and the potential future outlays
related to legacy tax matters that are discusskivtie “Summary of Moody’s Exposures to Three Legatatters”.

Moody'’s believes that the IRS’s proposed sssents of tax against Old D&B and the proposelibezdions of partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSubd ultimately prevail in whole or in part
on one of such positions, Moody’s believes thi itnlikely that the IRS will prevail on both.

Utilization of Capital Losses

The IRS has completed its review of the zatiion of certain capital losses generated by G Bluring 1989 and 1990. On June 26,
2000, the IRS, as part of its audit process, issudmal assessment with respect to the utilinatibthese capital losses.

On May 12, 2000, an amended tax return wes by Old D&B for the 1989 and 1990 tax years, chhieflected $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 GommplMS Health informed Old D&B that it paid toethRS approximately
$212.3 million on May 17, 2000. The payments weeelento the IRS to stop further interest from acgguand on September 20, 2000, Old
Dé&B filed a petition for a refund in the U.S. Digtr Court.

In July 2004, New D&B and the IRS reachedsi®for settlement of all outstanding issues eelad this matter and in December 2004
executed a formal settlement agreement. New D&Bived two assessments on this matter during thedirarter of 2005, and expects to
receive the third and final assessment in the skqoarter of 2005. Moody’s paid its allocated shafrihe first two assessments to New D&B
consisting of cash payments of $12.8 million ($8illion net of expected tax benefits) and the wafeof deferred tax assets of
approximately $9 million. Moody’s remaining lialijliat March 31, 2005 was approximately $0.3 millidhe amounts paid by Moody’s
included its share of approximately $4 million thédody’s and New D&B believe should have been [imidMS Health and NMR, but were
not paid by them due to their disagreement withousr aspects of New D&B’s calculation of their resfive shares of the payments. If New
Dé&B fails to resolve this dispute with, IMS Healind NMR, Moody’s understands that New D&B anticggatommencing arbitration
proceedings against them. Moody’s believes that B&B should prevail in its position, but the Comparannot predict with certainty the
outcome. In the first quarter of 2005, Moody’s Iacteased its reserves for this matter by $2.7ianiltlue to this disagreement.

Summary of Mooc¢'s Exposure to Three Legacy Tax Mati

The Company considers from time to time trgge and probability of potential outcomes relatethe three legacy tax matters discussed
above and establishes reserves that it believespprepriate in light of the
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relevant facts and circumstances. In doing so, M@oahakes estimates and judgments as to futuretewasd conditions and evaluates its
estimates and judgments on an ongoing basis.

In the first quarter of 2005, the Companyoreded $2.7 million of additional reserves relatitnghe Utilization of Capital Losses matter
described above and $2.0 million of interest expeptated to its legacy tax reserves. As a reauljarch 31, 2005, Moody’s total net legacy
tax reserves were $132 million (consisting of $iiBion of tax liabilities, partially offset by thexpected utilization of $16 million of
deferred tax assets). The $132 million of expecteh payments consists of $46 million of curreattilities (reflecting the estimated cash
payments related to the Royalty Expense DeductonsUtilization of Capital Losses matters thatexpected to be made over the next
twelve months) and $86 million of non-current lighss.

It is possible that the legacy tax mattensi@¢de resolved in amounts that are greater thamtmounts reserved by the Company, which
could result in additional charges that may be nmelteo Moody'’s future reported results, finangiasition and cash flows. Although Moody’
does not believe it is likely that the Company witimately be required to pay the full amountssamtly being sought by the IRS, potential
future outlays resulting from these matters coddb much as $341 million and could increase witk fis described above. In matters wl
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to pag share of related duplicative
assessments. However, Moody'’s believes that ulélydtis unlikely that the IRS would retain suchpdicative payments.

Regulation

In the United States, Moody'’s Investors Serwioluntarily registers as an investment adviseieu the Investment Advisers Act of 1940,
as amended. Moody’s has also been designated asamdlly Recognized Statistical Rating OrganizaftNRSRO”) by the SEC. The SEC
first applied the NRSRO designation in 1975 to cames whose credit ratings could be used by brdkaters for purposes of determining
their net capital requirements. Since that timen@®ess (including in certain mortgage-related lagjsn), the SEC (including in certain of its
regulations under the Securities Act of 1933, asradad, the Securities Exchange Act of 1934, as dettand the Investment Company Act
of 1940, as amended) and other governmental amdtprbodies have used the ratings of NRSROs tmdigssh between, among other thin
“investment grade” and “non-investment grade” stigs.

Over the past several years, U.S. reguland/congressional authorities have questioneduiteghdity of continuing to employ ratings in
federal securities laws; and, if so, the potemtestd for altering the regulatory framework undefchhrating agencies operate. Pursuant to a
mandate by the Sarbanes-Oxley Act of 2002 and tessued by Congress and the SEC on the ratimrggedustry, on June 4, 2003 the
SEC published a Concept Release requesting cononehe following three broad questions:

« Should credit ratings continue to be used for raguy purposes under the federal securities

« If ratings continue to be used in federal secigildavs, what should be the process for approvitiggagencies

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

Numerous market participants, including Mosdyesponded to the request for comment. Moodssponse can be found on the
Company'’s website at www.moodys.com.

On February 8, 2005, Moody’s participatea@ inearing on Examining the Role of Credit RatinggAgjes in the Capital Markets, held by
the United States Senate Committee on Banking, iHgusd Urban Affairs (the “Banking Committee”).ifRary areas of inquiry by Senators
on the Banking Committee included (i) potential fiots of interest affecting credit rating agencaw how those conflicts can be avoided or
properly managed, and (ii) the degree of competiticthe credit ratings industry and how compatitmight be increased. Moody’s written
statement submitted to the Committee can also lredfon the Company’s website.

In March 2005, the SEC disclosed that it wédek public comment on proposed recognition caiter rating agencies seeking designation
as NRSROs. In addition, the SEC may pursue a vatyrmiompliance and oversight framework for ratiggracies that are designated as
NRSROs, or it could seek legislati
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authority for formal compliance and oversight fdRSIROs. On April 19, 2005, the SEC released foripd@mments a rule proposal on the
“Definition of Nationally Recognized Statistical ey Organization.” The proposed definition of teem NRSRO is an entity that: (i) issues
publicly available credit ratings that are currassessments of the creditworthiness of obligons meispect to specific securities or money
market instruments; (ii) is generally acceptedhia financial markets as an issuer of credible afidbie ratings, including ratings for a
particular industry or geographic segment, by tteglpminant users of securities ratings; and (89sisystematic procedures designed to
ensure credible and reliable ratings, manage patemnflicts of interest, and prevent the misusaanpublic information, and has sufficient
financial resources to ensure compliance with thweeedures.

Interested parties are asked to submit tteitments to the Proposed Rule to the SEC by Ju?@0%, At present, Moody'’s is unable to
assess the likelihood of any regulatory or legigtathanges that may result from ongoing reviews the nature and effect of any such
regulatory changes.

Internationally, several regulatory developitséhave occurred:

1) I0SCO

On December 23, 2004, the Technical Commidfebe International Organization of Securitien@wissions (“IOSCQO”) published the
Code of Conduct Fundamentals for Credit Rating Agn(“lOSCO Code”). The IOSCO Code is the proad@pproximately two years of
deliberations and market consultation by IOSCO,iandrporates numerous provisions which addressethroad areas:

 The quality and integrity of the rating proce

« Credit rating agency independence and the avoidaihcenflicts of interest; anc

« Credit rating agency responsibilities to the inirespublic and issuer:

The IOSCO Code is not binding on the cregtitig agencies. It relies on voluntary complianee public disclosure of areas of non-
compliance by credit rating agencies so that uskecsedit ratings can better assess rating ageebg\or and performance. Moody’s is not
yet in a position to assess the impact of the IO€X0@e; however, Mooc('s intends to modify its internal code of conduxitore closely
reflect the provisions in the IOSCO Code, and thitee to disclose on a periodic basis its adherémtiee IOSCO Code’s provisions.

In April 2005, IOSCO held its annual meetindpich included a panel discussion on the impleiatgon of the IOSCO Code of Conduct
across the I0SCO jurisdictions. The primary aredisdussion was whether regulators should enfdreé®@SCO Code through regulation
provide for sanctioning authority in case of rataggency deviations from the Code. John RutherfindChief Executive Officer of Moody’s
Corporation at the time of the meeting, was a psineh behalf of Moody’s. John Rutherfurd, Jr.’stten statement prepared in connection
with the panel discussion can be found on the Caoryipavebsite.

2) CESF

In July 2004 the European Commission, asestgal by the European Parliament, mandated the @tearof European Securities
Regulators (“CESR”) to conduct a review of the dreating agency industry and provide the Europ€ammission with advice by April 1,
2005 on the following four general areas:

« potential conflicts of interest within rating agés; such as between advisory services and dadogractivities;

« transparency of rating agenc methodologies

« legal treatment of rating agenc’ access to inside information; a

« concerns about possible lack of competition inrttaeket for provision of credit rating

Pursuant to the European Commission’s mandat®&lovember 30, 2004, the CESR published foripulmmment a consultation
document about the credit ratings industry. Subjaddressed by the consultation paper included:ahwetitive structure of the industry and

competition issues; registration of credit ratimgeacies; potential barriers to entry and potemtilds of conduct for the industry. The
consultation paper concluded with a discussionxoillsistrative regulatory options concerning regasion and
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rules of conduct for rating agencies. The regujatqtions posed by the consultation paper ranga figgistration and monitoring of credit
rating agencies by regulatory authorities, to refypn market mechanisms to control rating agencies.

The CESR held an open hearing on Januargd0§ in which Moody's participated. Market partiipts were invited to offer their views
on the need for regulation in the European maikes. deadline for written responses to CESR’s cdatoh paper was February 1, 2005.
Moody’s written comments can be found on the Corgisawebsite.

In March 2005, CESR published its adviceh® European Commission — “CESR’s technical adwidié European Commission on
possible measures concerning credit rating agendibde CESR’s advice did not make any specificamenendation to the European
Commission, it did offer the Commission two possit#gulatory alternatives.

* The European Commission could take a “wait and apptoach, whereby rating agencies that operatesikuropean Market would be
given an opportunity to implement the IOSCO Code m@aport on their implementation periodically te tmarket

» The European Commission could tak“light touct” regulation, whereby it would essentially regulatiilegislation the IOSCO Cod

In its discussion, CESR further noted thatriajority of market participants who commentedrdyiCESR’s consultation process as well
as the majority of European regulatory authoritiage indicated a strong preference for the “wait see” approach. The European
Commission is expected to publish and forward éoBEhropean Parliament its suggested regulatoryoapprfor rating agencies in July 2005.
At present, Moody’s management cannot predict wdredhy such regulation will be enacted in Europe.

3) Market Abuse Directiv

Implementation guidelines proposed by the RE8der the European Commission’s Market Abusediire are, absent exemption,
applicable to all participants in the European tdpnarkets. Credit rating agencies are excludeeh frontrol under the guidelines. However,
depending on the form in which the implementatiaidglines are ultimately adopted by national retpukaor lawmakers, such guidelines
could include controls over credit rating agena@iesome European Union (“EU”) countries. If so, thedelines could, among other things,
alter rating agencies’ communications with isswergart of the rating assignment process and isef@@ody’s cost of doing business in
Europe and the legal risk associated with suchnessi

4) The Basel Committe

The Basel Committee on Banking Supervisiond@npleted its work on a new capital adequacy émaonk (“Basel I1”) to replace its
initial 1988 framework. Under Basel Il, ratingsigsed by a credit rating agency would be an altéraavailable to banks to determine the
risk weights for many of their institutional creéitposures. The Basel Committee’s new capital amggiramework would allow ratings of
certain credit rating agencies to be used as damative in the credit measurement processegeahiationally active financial institutions,
and would subject rating agencies whose ratingsised for such purpose to a broader range of alerdt is anticipated that Basel Il will be
implemented by national regulatory authorities aguhry 2007. The European Commission has create@dmmittee of European Banking
Supervisors (“CEBS”), comprised of European bankewulators, to advise it on the implementatio®Bas$el Il in Europe. At this time
Moody’s cannot predict the long-term impact of Baken the manner in which Moody’s conducts itsiness. However, Moody's does not
believe that Basel Il will materially affect Moodylnvestors Service'financial position or results of operations aitpesitively or negativel
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Finally, Moody'’s is subject to regulationdartain non-U.S. jurisdictions in which it operatesme regulatory actions outside the United
States are noted below:

1) France

As a consequence of the 2003 French Seautitier,Loi de Sécurité Financiérghe “LSF”), rating agencies operating in Franoe ar
subject to a document retention obligation. Morepthe newly formed French regulatory authoritiAutorité des Marchés Financiers
(“AMF"), is required to publish an annual report the role of rating agencies; their business ethiestransparency of their methods, and the
impact of their activity on issuers and the finahonarkets. Moody’s has submitted responses toiessef questions posed by the AMF in
accordance with its mandate. The AMF releasedrigsreport on the rating agency industry on Japn2&r;, 2005. It concluded that while there
was no evidence of wrong-doing or inappropriateavér in the industry, some sort of regulatory feamork at the European level may be
suitable. For that, the AMF deferred to the CES&Cpss.

2) Italy

In April 2005, the Italian Parliament passieel EU Law 2004, which is Italy’s implementing Isigition for the EU Market Abuse
Directive. The legislation makes the Market AbuseeEtive applicable to rating agencies in the #almarket. It requires: (1) the Italian
securities regulatoCommissione Nazionale per la Societa e la BEf€®NSOB”), to recognize and register rating agesdn the Italian
market; (2) recognized rating agencies to adoptimpiement the IOSCO Code; and (3) issuers of bamdise Italian market to attain ratings
from recognized rating agencies. The legislatiguiees that CONSOB provide the appropriate regeydimmework. However, the Italian
Senate attached a resolution to the legislatioomeeending that the Italian Government:

< adopt a contrary position and interpret the legimtato acknowledge the special and different treait of rating agencies within Italian
regulations for disclosure obligations that willibgolemented by CONSOE

« consider the possibility of recognizing the :regulation and control procedures already develapé&lirope.

At present, Moody’s is neither able to asskedikelihood of any regulatory changes that mesult in Italy nor the nature and effect of
any such regulatory changes.

Other legislation and regulation relatingtedit rating and research services has been @esidrom time to time by local, national and
multinational bodies and is likely to be consideirethe future. In certain countries, governmengsy/ mprovide financial or other support to
locally-based rating agencies. In addition, governta may from time to time establish official ratiagencies or credit ratings criteria or
procedures for evaluating local issuers. If enacieg such legislation and regulation could sigaifitly change the competitive landscape in
which Moody’s operates. In addition, the legalssadf rating agencies has been addressed by d¢owdsious decisions and is likely to be
considered and addressed in legal proceedingstfreento time in the future. Management of Moodyasioot predict whether these or any
other proposals will be enacted, the outcome offanding or possible future legal proceedingsherutimate impact of any such matters on
the competitive position, financial position orutts of operations of Moody’s.

Forward-Looking Statements

Certain statements contained in this quarteyport on Form 10-Q are forward-looking statermeamtd are based on future expectations,
plans and prospects for the Company’s busines®paitions that involve a number of risks and uadgsiies. Such statements involve
estimates, projections, goals, forecasts, assungéind uncertainties that could cause actual eesutbutcomes to differ materially from thi
contemplated, expressed, projected, anticipatéuglied in the forward-looking statements. Thosgesthents appear at various places
throughout this quarterly report on Form 10-Q, urtithg in the sections entitled “Outlook” and “Cargencies” under Item 2. “Management’s
Discussion and Analysis of Financial Condition &®bults of Operations”, commencing at page 22isfgharterly report on Form 1Q; and
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “inteid'plan”, “will”, “predict”, “potential”,
“continue”, “ e .

, “strategy”, “aspire”, “target”, “forec”, “project”,
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“estimate”, “should”, “could”, “may” and similar gxessions or words and variations thereof relatntpe Companyg views on future even
trends and contingencies. We caution you not togplandue reliance on these forward looking statésndime forwardeoking statements al
other information are made as of the date of tharigrly report on Form 10-Q, and the Company ua#tes no obligation (nor does it intend)
to publicly supplement, update or revise such statds on a going-forward basis, whether as a reslibsequent developments, changed
expectations or otherwise. In connection with thafé harbor” provisions of the Private Securitiggyhation Reform Act of 1995, the
Company is identifying examples of factors, rishgl ancertainties that could cause actual resultéffier, perhaps materially, from those
indicated by these forward-looking statements. €Hastors, risks and uncertainties include, bunatdimited to, changes in the volume of
debt and other securities issued in domestic anglobal capital markets; changes in interest ratesother volatility in the financial marke
market perceptions of the utility and integrityiofiependent agency ratings; possible loss of mathate through competition; introduction
competing products or technologies by other congsgricing pressures from competitors and/or custs; the potential emergence of
government-sponsored credit rating agencies; peipbsS., foreign, state and local legislation segltations, including those relating to
Nationally Recognized Statistical Rating Organiaasi; possible judicial decisions in various jurigiins regarding the status of and poter
liabilities of rating agencies; the possible lo§&e&y employees to investment or commercial bamksdsewhere and related compensation
pressures; the outcome of any review by controliingauthorities of the Company’s global tax plamgninitiatives; the outcome of those tax
and legal contingencies that relate to Old D&B pitsdecessors and their affiliated companies fackvthe Company has assumed portion
the financial responsibility; the outcome of othegal actions to which the Company, from time toetj may be named as a party; the ability
of the Company to successfully integrate the KM@ 8#RMS businesses; a decline in the demand foiitarisd management tools by
financial institutions. These factors, risks andentainties as well as other risks and uncertairtiat could cause Moody’s actual results to
differ materially from those contemplated, exprésgeojected, anticipated or implied in the forwdwdking statements are described in
greater detail in the Company’s annual report omFb0-K and in other filings made by the Compamyrirtime to time with the Securities
and Exchange Commission or in materials incorpdrhtgein or therein. You should be aware that tteeience of any of these factors, ri
and uncertainties may cause the Company’s actsaltseto differ materially from those contemplaterpressed, projected, anticipated or
implied in the forward-looking statements, whichultbhave a material and adverse effect on the Cagipéusiness, results of operations
and financial condition. New factors may emergenfitime to time, and it is not possible for the Camypto predict new factors, nor can the
Company assess the potential effect of any newerfacn it.

ltem 3.  Quantitative and Qualitative Disclosures abut Market Risk

There was no significant change in the Coryfmaxposure to market risk from December 31, 20(Maoch 31, 2005. For a discussior
the Company’s exposure to market risk, refer tml#®, “Quantitative and Qualitative Disclosures abblarket Risk”, contained in the
Company’s annual report on Form 10-K for the yewtesl December 31, 2004.

Item 4. Controls And Procedures

Evaluation of Disclosure Controls and ProceduThe Company carried out an evaluation, asnedjby Rule 13a-15(b) under the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”), under the supervision and with thetipipation of the Company’s
management, including the Company’s Chief Execufifficer and Chief Financial Officer, of the effa@ness of the design and operation of
the Company’s disclosure controls and procedurexd tiee end of the period covered by this repdnt (tEvaluation Date”). Based on such
evaluation, such officers have concluded thatfakeoEvaluation Date, the Company’s disclosuretrads and procedures are effective in
alerting them on a timely basis to material infotimrarelating to the Company (including its condatied subsidiaries) required to be inclu
in the Company’s periodic filings under the Exchargt.

In addition, there were no changes in the @amy’s internal control over financial reportingtthave materially affected, or are
reasonably likely to materially affect, these intrcontrols over financial reporting during theipd covered by this report.
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PART Il. OTHER INFORMATION

ltem 1. Legal Proceedings

From time to time, Moody'’s is involved in Edgand tax proceedings, claims and litigation dratincidental to the Company’s business,
including claims based on ratings assigned by Modyfanagement periodically assesses the Compéiabitities and contingencies in
connection with these matters, based upon thet iafesmation available. For those matters wheie fioth probable that a liability has been
incurred and the probable amount of loss can bsorebly estimated, the Company believes it hagdedoappropriate reserves in the
condensed consolidated financial statements anddieally adjusts these reserves as appropriatether instances, because of the
uncertainties related to both the probable outcantbamount or range of loss, management is unalvi@ke a reasonable estimate of a
liability, if any. As additional information becoma@vailable, the Company adjusts its assessmedtsstimates of such liabilities according

The discussion of the litigation under Pattdm 2. “Management’s Discussion and Analysi§iofncial Condition and Results of
Operations — Contingencies”, commencing at pagef30is report on Form 10-Q, is incorporated it item 1 by reference.

Based on its review of the latest informatimailable, in the opinion of management, the wdtieriability of the Company in connection
with pending legal and tax proceedings, claimsléigation will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed in Part I, Item 2. “Management’s Déston and Analysis of Financial
Condition and Results of Operations — Contingericies

Item 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

MOODY'S PURCHASES OF EQUITY SECURITIES

Total Number of Share 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)
January -31 — — — $ 547.7 millior
February -28 40,0542) 85.22 — $ 547.7 millior
March 1-31 — — — $ 547.7 millior
Total — — —

(1) As of the last day of each of the months. CayM4, 2004, the Company announced that its Bdaldrectors had authorized an
additional $600 million share repurchase programictvincludes both special share repurchases astdmagtic share repurchases to
offset shares issued under Mo’s stocl-based compensation plans. There is no establistpgchton date for this authorizatio

(2) Represents the surrender to the Company oéslud common stock to satisfy tax withholding ghtions in connection with the vesting
of restricted stock issued to employe

Moody’s issued 1.2 million shares of stocklenemployee stock compensation plans during teeduarter of 2005. Since becoming a
public company in October 2000 and through the §jterter of 2005, Moody’s has repurchased 26.#anikhares at a total cost of
$1.1 billion, including 14.2 million shares to adfsssuances under employee stock plans. Moodgt'sali repurchase shares during the first
quarter of 2005.
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ltem 4.  Submission of Matters to a Vote of SecurityHolders
The stockholders of the Company voted oretlitems at the Annual Meeting of Stockholders toeldApril 26, 2005:

1. The election of three Class | directoredch serve a thr-year term

2. A proposal to amend the Restated Ceatidi of Incorporation of the Company to increagerthmber of authorized shares of
common stock from 400 million to 1 billion, a

3. A proposal to ratify the appointmenfoicewaterhouseCoopers LLP as the independenteegrispublic accounting firm of the
Company for the year 200

At the Annual Meeting:

1. The nominees for Class | directors to esmlie a thre-year term were elected based upon the followings:

Nominee Votes For Votes Withheld

Robert R. Glaube 124,465,10 2,006,65!
Connie Mack 124,203,65 2,268,10
Nancy S. Newcom 124,234,29 2,237,46.

The Company'’s directors whose terms coetinafter the Annual Meeting are: Basil L. Anderdewald Kist, Raymond W.
McDaniel, Jr.; Henry A. McKinnell, Jr., PhD; andhioK. Waulff.

2. The amendment to the Restated Certifichtecorporation was approved as follov

111,543,05  votes for approve
14,111,62  votes agains
817,09  abstention:
—  broker nor-votes

3. The appointment of PricewaterhouseCoolpePsas independent registered public accounting for 2005 was ratified as follow

122,115,35  votes for appointmer
3,559,271 votes agains
797,137  abstention:
—  broker norvotes
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ltem 6. Exhibits
Exhibits

Exhibit No.
3

31

32

* Filed herewith

Description

ARTICLES OF INCORPORATION AND B-LAWS

1 Restated Certificate of Incorporation of thgR&ant dated June 15, 1998, as amended effehtive 30,
1998, as amended effective October 1, 2000, afdter amended effective April 26, 2005 (incorpgechby
reference to Exhibit 3.1 to the Report on Foi-K of the Registrant, file number-14037, filed April 27, 2005

2 Amended and Restated By-laws of the Regis{iacbrporated by reference to Exhibit 3.2 of thgR&ant's
Registration Statement on Form 10, file numt-14037, filed June 18, 199¢

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBES-OXLEY ACT OF 2002

1* Chief Executive Officer Certification PursuantSection 302 of the Sarba-Oxley Act of 2002

2* Chief Financial Officer Certification PursuaitSection 302 of the Sarba-Oxley Act of 2002
CERTIFICATIONS PURSUANT TO SECTION 906 OF THE SARBES-OXLEY ACT OF 2002

1* Certification Pursuant to 18 U.S.C. Section 0,3&s Adopted Pursuant to Section 906 of the Sah@xley
Act of 2002. (The Company has furnished this degtfon and does not intend for it to be considdiled under
the Securities Exchange Act of 1934 or incorpordgdeference into future filings under the SedesitAct of
1933 or the Securities Exchange Act of 19

2* Certification Pursuant to 18 U.S.C. Section @38 Adopted Pursuant to Section 906 of the Sashanxley
Act of 2002. (The Company has furnished this degtfon and does not intend for it to be considdiled under

the Securities Exchange Act of 1934 or incorporatgdeference into future filings under the SedesitAct of
1933 or the Securities Exchange Act of 19
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SIGNATURE

Pursuant to the requirements of the Secariichange Act of 1934, the registrant has dulgeduhis report to be signed on its behalf by
the undersigned, thereunto duly authorized.

MoobDY's CORPORATION

By: /s/ JEANNE M. DERING

Jeanne M. Derin

Executive Vice President a
Chief Financial Officel
(principal financial officer)

Date: May 10, 2005

By: /s/ JosePHMcCABE

Joseph McCab
Vice President and Corporate Controll
(principal accounting officer

Date: May 10, 2005
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EXHIBIT 31.1

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

I, Raymond W. McDaniel, Jr., Chief Executive Officd Moody’s Corporation, certify that:
1. I have reviewed this quarterly report amrir 10-Q of Moody’s Corporation;

2. Based on my knowledge, this report dogé<antain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the periods
covered by this report;

3. Based on my knowledge, the financial statets, and other financial information includedtiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officand | are responsible for establishing and maiitgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

a) Designed such disclosure controls andemures, or caused such disclosure controls amegures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed under
our supervision, to provide reasonable assuramgagdiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadepted accounting principle

c) Evaluated the effectiveness of the temig’'s disclosure controls and procedures andepitesl in this report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;

d) Disclosed in this report any changehmm iegistrant’s internal control over financial ogfing that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registré s internal control over financial reporting; a

5. The registrant’s other certifying officand | have disclosed, based on our most recent@i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and matémaaknesses in the design or operation of intezaatrol over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) Any fraud, whether or not material, thatolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/s/ RaymonD W. MCDANIEL, JR.

Raymond W. McDaniel
Chairman and Chief Executive Officer

May 10, 200¢



EXHIBIT 31.2

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

I, Jeanne M. Dering, Executive Vice President ah@fFinancial Officer of Moody’'s Corporation, céytthat:
1. I have reviewed this quarterly report amrir 10-Q of Moody’s Corporation;

2. Based on my knowledge, this report dogé<antain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg with respect to the periods
covered by this report;

3. Based on my knowledge, the financial statets, and other financial information includedtiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officand | are responsible for establishing and maiitgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

a) Designed such disclosure controls andemures, or caused such disclosure controls amegures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed under
our supervision, to provide reasonable assuramgagdiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadepted accounting principle

c) Evaluated the effectiveness of the temig’'s disclosure controls and procedures andepitesl in this report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;

d) Disclosed in this report any changehmm iegistrant’s internal control over financial ogfing that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registré s internal control over financial reporting; a

5. The registrant’s other certifying officand | have disclosed, based on our most recent@i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and matémaaknesses in the design or operation of intezaatrol over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) Any fraud, whether or not material, thatolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/s] EANNE M. DERING
Jeanne M. Dering
Executive Vice President a
Chief Financial Officer

May 10, 200%



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 ddiy’s Corporation (the “Company”) on Form 10-Q fbe period ended March 31, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Raymond W. Mgil, Jr., Chief Executive Officer

of the Company, certify, pursuant to 18 U.S.C. §Q3&s adopted pursuant to Section 906 of the Basb@xley Act of 2002, that to the best
of my knowledge:

(1) the Report fully complies with the rearirents of section 13(a) or 15(d) of the Securlieshange Act of 1934; ar

(2) the information contained in the Regaitly presents, in all material respects, thaficial condition and results of operations of
the Company

/s/ RaymonD W. McDANIEL, JR.

Raymond W. McDaniel
Chairman and Chief Executive Officer

May 10, 200%



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 ddiy’s Corporation (the “Company”) on Form 10-Q fbe period ended March 31, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Jeanne M. BgriChief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to the best of my
knowledge:

(1) the Report fully complies with the rearirents of section 13(a) or 15(d) of the Securlieshange Act of 1934; ar

(2) the information contained in the Regaitly presents, in all material respects, thaficial condition and results of operations of
the Company

/s| EANNE M. DERING
Jeanne M. Dering
Executive Vice President a
Chief Financial Officer

May 10, 2005

End of Filing
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