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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
MOODY'S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

Three Months Ended Nine Months Ended
September 30 September 30
2005 2004 2005 2004
(Amounts in millions, except per share data)

Revenue $ 4211 $ 357.¢ $ 1,258. $ 1,046.
Expense!

Operating, selling, general and administra 180.¢ 151.¢ 535.1 441.2

Depreciation and amortizatic 8.E 8.2 26.1 25.2

Total expense 189.2 160.] 561.2 466.5

Operating incom: 231.¢ 197.¢ 697.2 580.z

Interest and other n-operating income (expense), | 2.7 (3.5 (6.4 (14.9

Income before provision for income ta» 234.¢ 194.: 690.¢ 565.:

Provision for income taxe 88.( 98.¢ 280.1 262.¢
Net income $ 146.¢ $ 955 B 410.5 $ 302.5
Earnings per shal

Basic $ 0.4¢ $ 032 $ 1.37 $ 1.0Z

Diluted $ 0.4¢ $ 032 8 1.34 $ 1.0C
Weighted average shares outstant

Basic 299.¢ 295.2 299.1 297.(

Diluted 307.7 301.: 306.¢ 303.1

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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MOODY'S CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

September 30, December 31,
2005 2004
(Amounts in millions, except
share and per share data)

ASSETS

Current asset:
Cash and cash equivalel $ 736.% $ 606.1
Shor-term investment 81.7 7.3
Accounts receivable, net of allowances of $13.2005 and $14.6 in 20( 336.¢ 371.7
Other current asse 42 & 50.¢
Total current asse 1,198.( 1,035.¢
Property and equipment, r 47.2 45.Z
Prepaid pension cos 57.2 59.7
Goodwill 131.¢ 131.%
Intangible assets, n 65.¢ 70.7
Other asset 55.2 46.1
Total asset $ 1,555.; $ 1,389.:

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Notes payabl $ — $ 300.(
Accounts payable and accrued liabilit 244t 283.¢
Deferred revenu 261.% 266.7
Total current liabilities 505.¢ 850.t
Non-current portion of deferred reven 68.1 54.4
Notes payabli 300.C —
Other liabilities 183.¢ 166.¢
Total liabilities 1,057.t 1,071.¢

Contingencies (Note 1(
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s0ares authorized; no shares
issued — —
Series common stock, par value $.01 per sharef@MO0 shares authorized; no
shares issue — —
Common stock, par value $.01 per share; 1,000,000608ares authorized;

342,902,272 shares issued at September 30, 200Bezwnber 31, 20C 3.4 3.4
Capital surplu 219.¢ 142.:
Retained earning 1,305.¢ 939.:
Treasury stock, at cost; 47,476,020 and 45,078BRa0es of common stock at

September 30, 2005 and December 31, 2004, respkc (1,029.9 (777.2)
Accumulated other comprehensive (loss) ince (1.2 9.7

Total shareholde’ equity 497.¢ 317.t
Total liabilities and sharehold¢ equity $ 1,555.; $ 1,389.:

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Cash flows from operating activitir
Net income
Reconciliation of net income to net cash providgdperating activities
Depreciation and amortizatic
Stocl-based compensation expel
Tax benefits from exercise of stock optic
Other
Changes in assets and liabiliti
Accounts receivabl
Other current asse
Prepaid pension cos
Other asset
Accounts payable and accrued liabilit
Deferred revenu
Other liabilities
Net cash provided by operating activit
Cash flows from investing activitie
Capital addition:
Purchases of marketable securi
Sales and maturities of marketable secur
Net cash used in connection with investments iitiatts
Net cash used in investing activit|
Cash flows from financing activitie
Repayment of note
Issuance of note
Proceeds from stock pla
Cost of treasury shares repurcha
Payment of dividend
Payments under capital lease obligati
Debt issuance costs and related 1
Net cash used in financing activiti
Effect of exchange rate changes on cash and casbasnts
Increase in cash and cash equival
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the pe

The accompanying notes are an integral part of¢inelensed consolidated financial statements.

5

Nine Months Ended
September 30

2005

2004

(Amounts in millions)

$ 410.7

26.1
42t
43.¢

32.2
7.6
2.8
1.9
(34.6)
9.3
17.
546.¢

(18.6)
(140.7)
64.1
3.9
(99.1)

(300.0)
300.(
66.
(328.2)
(44.2)
(0.9)
(2.0
(309.0)
(7.6)
130.€
606.1

$ 736.7

$ 302.f

25.2
19.1
36.7
(0.9)

(13.9)

(8.0)
0.4
23.¢
3.
28.¢

(34.5)
383.¢

(14.5)
(18.9)

76.
(221.9)
(33.9)
(0.9)

(178.5)
0.4

181.¢
269.]

$ 451.(
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Moody’s Corporation (“Moody’s” or the “Compgf) is a provider of (i) credit ratings, researaidaanalysis covering fixed income
securities, other debt instruments and the entitiasissue such instruments in the global capitalkets, and (ii) quantitative credit risk
assessment services, credit training services ittt processing software to banks and other fiigdirstitutions. Moody's operates in two
reportable segments: Moody'’s Investors ServiceMaddy’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 gavental 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 @shrers, industry studies, special comments agditaspinion handbooks. The Moody’s
KMV business develops and distributes quantitatieglit risk assessment products and services &ulit processing software for banks and
investors in credit-sensitive assets.

The Company operated as part of The Dun &&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 sisané New D&B stock. New D&B comprised the busines©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 seraitg was renamed “Moody’s Corporation”. The methpdavhich Old D&B distributed to
its shareholders its shares of New D&B stock iemafter referred to as the “2000 Distribution”.

For purposes of governing certain ongoingtiehships between the Company and New D&B after2®00 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 Agreemettnployee 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 stateraamtd related notes in the Company’s 2004 annpattren Form 10-K filed with the
Securities and Exchange Commission on March 8, .ZDi0& results of interim periods are not necessardicative of results for the full year
or any subsequent period. In the opinion of managenall adjustments (consisting of normal recgridiccruals) considered necessary for a
fair presentation of financial position, resultsoplerations and cash flows at the dates and fgoehieds presented have been included.
Included in accounts payable and accrued lialslitiee prepaid fees received in advance of therisguar monitoring of a rating. Such
amounts were $8.6 million and $13.3 million at ®epber 30, 2005 and December 31, 2004, respecti@elgain prior year amounts have
been reclassified to conform to the current yeas@ntation.

In February 2005, Moody’s Board of Directdeclared a two-for-one stock split to be effecteé apecial stock distribution of one share
of common stock for each share of the Company’snecomstock outstanding, subject to stockholder apgrof a charter amendment to
increase the Company’s authorized common shares4fi® million shares to 1 billion shares. At thenfany’s Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaiment. As a result, stockholders of record as@fctose of business on May 4, 2005
received one additional share of common stock doheshare of the Company’s common stock held ardéite. Such additional shares were
distributed on May 18, 2005. All prior period shared option information have been restated to ceftee stock split.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

2. STOCK-BASED COMPENSATION

On January 1, 2003, the Company adopted,pyospective basis, the fair value method of actingrior stockbased compensation unc
Statement of Financial Accounting Standards (“SPAS$S. 123. Therefore, employee stock awards gramteand after January 1, 2003 are
being expensed by the Company over the vestinggéor sooner if employees are at or near retir¢érlégibility) based on the estimated {
value of the award on the date of grant. In addjtthe Company records expense for the employe& ptrchase plan based on the discount
from the market price received by the participants.

The condensed consolidated statements ofitpes include préax compensation expense of $13.3 million and $d#lkon for the thre
and nine month periods ended September 30, 20§3ctvely; and $6.7 million and $19.1 million fiwe three and nine month periods er
September 30, 2004, respectively, related to giafrggock compensation awards, as well as stockedsinder the employee stock purchase
plan since January 1, 2003. The 2005 amount inslageroximately $9.1 million recorded in the figsiarter of 2005 relating to the
accelerated expensing of equity grants for empleyd® are at or near retirement eligibility as dei in the related Company stock plans.
The 2005 and 2004 expense is less than that whoctdvhave been recognized if the fair value methad been applied to all awards since
the original effective date of SFAS No. 123 rattieam being applied prospectively. Had the Compaatgrehined such stock-based
compensation expense using the fair value methadgions of SFAS No. 123 since its original effeetdate, Moody’s net income and
earnings per share would have been reduced tadhpna amounts shown below. The pro forma amoiamtthe nine months ended
September 30, 2005 include the effect of the $9lllom pre-tax charge discussed above.

Three Months Nine Months
Ended Ended
September 30, September 30,
2005 2004 2005 2004
(In millions, except (In millions, except
per share data) per share data)
Net income;
As reportec $ 146.¢ $ 95.F $ 410.7 $ 302t
Add: Stock-based compensation expense includegpiorted net income,
net of tax 8.1 4.C 25.¢ 11.F
Deduct: Stock-based compensation expense determirtt the fair
value method, net of te (9.9 (7.3 (29.9) (21.2)
Pro forma net incom $ 145t $ 92.C $ 406.7 $ 292.¢
Basic earnings per shau
As reportec $ 0.4¢ $ 0.3¢ $ 137 $ 1.0z
Pro forma $ 0.4¢ $ 0.31 $ 1.3¢ $ 0.9¢
Diluted earnings per shar
As reportec $  0.4¢ $ 0.3 $ 134 $ 1.0cC
Pro forma $ 047 $ 0.31 $ 132 $ 0.9¢

The pro forma disclosures shown above areapresentative of the effects on net income andiregs per share in future years.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

The fair value of stock options used to cotaghe pro forma net income and earnings per shiackosures 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 and nine months ended September 30,8103004.

Three Months Nine Months
Ended Ended
September 30, September 30,
2005 2004 2005 2004

Expected dividend yiel 0.4%% 0.4€% 0.53% 0.4€%
Expected stock volatilit 23% 30% 23% 30%
Risk-free interest rat 3.8% 3.7&% 4.06% 3.22%
Expected holding perio 6 yrs 5 yre 6 yrs 5 yre

The estimated weighted average fair valueopéion of Moody’s options granted during the nmenths ended September 30, 2005 and
2004 was $12.51 and $9.99, respectively. The ewinaeighted average fair value per option of Mdsdptions granted during the three
months ended September 30, 2005 and 2004 was $43d3810.46, respectively.

At the Distribution Date, all unexercised @&B stock options were converted into separatelgreisable 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 déidauc Accordingly, from the Distribution Date thrglu the 2002 tax year, Moody’s claimed
tax deductions when employees of New D&B exercldeddy’s stock options.

Beginning with stock option exercises in 200®ody’s has changed its tax deductions to confarian IRS ruling, which clarified that
the employer should take the tax deduction foraspéixercises rather than the issuer. The 2000ilisivn Agreement entitles Moody'’s to
reimbursement from New D&B for the resulting logshe issuer-based tax deductions. Accordingly, Moe has reflected a receivable from
New D&B within other current assets on the conddrmsolidated balance sheets in the amount o2380lion and $23.3 million &
September 30, 2005 and December 31, 2004, reselyctihis accounting had no impact on the resultsperations.

In December 2004, the Financial Accountingn8ards Board (“FASB”) issued SFAS No. 123 (Reviz@d4) “Share-Based
Payment” ("SFAS No. 123R"). Under this pronounceimenmpanies 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 transaaiiging APB Opinion No. 25, “Accounting for Stodslied to Employees”, which had
been allowed in SFAS No. 123 as originally issuadApril 2005, the Securities and Exchange Comnis$fSEC”) allowed public
companies to delay the implementation of SFAS N@RLuntil the first annual period beginning aftend 15, 2005. The Company plans to
implement this standard effective January 1, 28&&ause the Company adopted the fair value mettmdspons of SFAS No. 123
prospectively beginning on January 1, 2003, it do®delieve that the impact of adoption of SFAS N23R will be material to its condens
consolidated results of operations or financialifpms However, Moody’s currently anticipates ttgt2006 stock compensation expense will
be higher than its 2005 expense, in part becags€dmpany has been phasing in the expensing obhstuck award grants commencing in
2003 over the current four-year stock plan vespiagod. SFAS No. 123R also requires the benefitaxofleductions in excess of recognized
compensation expense to be reported as a finanastyflow, rather than as an operating cash fldvis fequirement will reduce net
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

operating cash flows and increase net financinb fias/s in periods after adoption. Total changeash and cash equivalents will remain the
same.

3.  RECONCILIATION OF WEIGHTED AVERAGE SHARES OUTSTA NDING
Below is a reconciliation of basic sharesstariding to diluted shares outstanding (in milljons

Three Months Nine Months
Ended Ended
September 30 September 30
2005 2004 2005 2004
Basic 299.¢ 295.2 299.: 297.(
Dilutive effect of shares issuable under s-based compensation pla 8.1 6.1 7.5 6.1
Diluted 307.% 301.: 306.¢ 303.1

There were no antidilutive options outstagdior the three months ended September 30, 200%0r@3to purchase 0.2 million common
shares for the nine month period ended Septemh&@08®, and approximately 0.02 million and 2.0 imillcommon shares, respectively, for
the three and nine month periods ended Septemb@08@ were outstanding but were not included enabmputation of diluted weighted
average shares outstanding because they werelatntli

4. SHORT-TERM INVESTMENTS

Short-term investments are securities withuniées greater than 90 days at the time of pusetthat are available for operations in the
next twelve months and primarily represent auctadr certificates. The short-term investments &gsified as available-for-sale and
therefore are carried at fair value. The remaimiogtractual maturities of the short-term investraemére one month to 38 years and
one month to eight months as of September 30, 2689 ecember 31, 2004, respectively. Unrealizedihglgains and losses on available-
for-sale securities are included in accumulate@motiomprehensive income, net of applicable incaareg in the consolidated financial
statements. During the three and nine months eB8dptember 30, 2005 and 2004 there were no realaied or losses from sales of
available-for-sale securities. As of September2B®5 and December 31, 2004 there were no unrea@ed or losses from available-feate
securities.

5. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Based on the Company’s risk management pdiioyn time to time the Company may use derivafimancial instruments to reduce
exposure to changes in foreign exchange and intexes. The Company does not enter into derivdiiancial instruments for speculative
purposes. The Company accounts for derivative iginstruments and hedging activities in accoogawith SFAS No. 133, “Accounting
for Derivative Instruments and Certain Hedging #ities” (“SFAS No. 133"), as amended and interpdetghich requires that all derivative
financial instruments be recorded on the balaneetsht their respective fair values. Changes ird#dravative’s fair value are recognized
currently in earnings unless they are designatexasis flow hedges for which changes in fair valeracorded as other comprehensive
income or loss, to the extent the hedge is effectind such amounts are reclassified to earnintjgeisame period or periods during which
hedged transaction affects income.

On August 23, 2005, the Company enteredforiward starting interest rate swap agreements &%) with a notional amount of
$300 million. These cash flow hedges effectivelyigaited the interest rate risk from August 23, 2@9September 22, 2005, the pricing date
for the newly issued fixed rate ten-year $300 wrillSenior Unsecured Notes due 2015 (see Note 9%eptember 22, 2005, the Company
terminated all the Swaps resulting in a paymei§tlo8 million. Under hedge accounting this amouns @eferred in other comprehensive
(loss) income and will be amortized as an adjustrteeimterest expense
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

over the ten-year life of the Senior Unsecured Blot¢ September 30, 2005, the Company had no awtisig derivative instruments.

6. ACQUISITIONS

In December 2001, the Company increasedvissitment in Korea Investors Service (“KIS”) totjoger 50%, at a cost of $9.6 million
with a contingent payment based on KIS net incoonehfe three-year period ended December 31, 2004 $8.9 million contingent payment,
which was reflected in goodwill and accrued lighgk as of December 31, 2004, was paid in the seqaarter of 2005 and is reflected in the
Condensed Consolidated Statement of Cash Flovtkéanine months ended September 30, 2005.

7. GOODWILL AND OTHER INTANGIBLE ASSETS

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

Nine Months Ended Year Ended
September 30, 200! December 31, 200-

Moody'’s Moody's

Investors Moody’s Investors Moody’'s

Service KMV Consolidated Service KMV Consolidated
Beginning balanc $ 7€ $ 1241 % 131.7 $ 223 $ 12471 % 126.
Additions — — — 4.8 — 4.¢
Other (0.7) — (0.7) 0.4 — 0.4
Ending balanc $ 75 $ 1241 % 131.€ $ 7€ $ 1241 % 131.5

The following table summarizes intangibleedsst the dates indicated (in millions):
September 30 December 31
2005 2004

Customer lists (11.3 year original weighted averidgg $ 58.C $ 58.C
Accumulated amortizatio (19.9 (15.9
Net customer list 38.1 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 2.3 3.1
Total amortizable intangible ass: 40.4 45.2
Indefinite-lived intangible assets (MKMV trade secre 25.5 25.5
Total intangible asse $ 65.¢ $ 70.7

Amortization expense for the nine month pgsiended September 30, 2005 and 2004 was $4.8mrallid $5.2 million, respectively. The
Company is currently evaluating the indefinite kifassification of the MKMV trade secrets.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

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

Year Ending December 31,

2005 (after September 3 $ 17
2006 6.2
2007 5.5
2008 4.5
2009 4.2
Thereafte 18.:

8. 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 plamide defined benefits using a cash balance ftamased 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’ contributiondjasted annually; the life insurance plans are natributory. The accounting for the
healthcare plans currently anticipates future sbstring changes to the written plans that are stergiwith the Company’s expressed intent
to fix its share of costs and require retireesayp for all future increases in plan costs in exaggshe amount of the per person company
contribution in the year 2005. The Company incrdatefuture share of the costs subsequent to 8dgee30, 2005, the effects of which will
not be material to the results of operations.

Moody’s funded and unfunded pension plare pist-retirement healthcare plans and the pasemegnt life insurance plans described in
the preceding two paragraphs are collectively reteto herein as the “Post-Retirement Plans”. Effeat the Distribution Date, Moody’s
assumed responsibility for pension and other patitement benefits relating to its active emplsyédew 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 Hori(“"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 beneditetirees. In January 2005, the Centers for Mediaad Medicaid Services published final
regulations implementing major provisions of thet Agsulting in a reduction of approximately $0.8limn 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 for the nine moptided September 30, 2005.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED) — (Continued)

Following are the components of net periadipense related to the Post-Retirement Plans éathtiee and nine months ended
September 30, 2005 and 2004 (in millions):

Pension Plans Other Posi-Retirement Plans
Three Months Three Months Three Months Three Months
Ended Ended Ended Ended
September 30, 200! September 30, 200 September 30, 200! September 30, 200
Components of net periodic
expense
Service cos $ 2.€ $ 2.C $ 0.1 $ 0.1
Interest cos 1.t 1.2 0.1 0.1
Expected return on plan ass (2.0 (2.0 — —
Amortization of net actuarial loss
from earlier period: 0.7 0.4 — —
Amortization of unrecognized prior
service cost 0.1 0.1 — 0.1
Settlement los 2.7 — — —
Net periodic expens $ 5.€ $ 1.7 $ 0.2 $ 0.2
Pension Plans Other Post-Retirement Plans
Nine Months Nine Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, 200! September 30, 200 September 30, 200! September 30, 200
Components of net periodic
expense
Service cos $ 7.t $ 6.1 $ 0.4 $ 0.4
Interest cos 4.7 3.8 0.3 0.3
Expected return on plan ass (6.2) (6.0 —
Amortization of net actuarial loss
from earlier period: 2.C 1.1 — —
Amortization of unrecognized pri
service cost 0.3 0.2 — 0.1
Settlement los 2.7 — — —
Net periodic expens $ 11.1 $ 5.2 $ 0.7 $ 0.8

The Company contributed $5.3 million to itfunded pension plans during the nine month pegiaied September 30, 2005 primarily
related to a lump sum payment of pension bendfilsraade no significant contributions to its pengians during the nine month period
ended September 30, 2004. The Company also cotdi$i0.2 million to its other post-retirement plathsing both the nine month periods
ended September 30, 2005 and 2004. The Compangmnplseanticipates contributing $1.4 million to itafunded pension plans and
$0.1 million to its other post-retirement plansidgrthe remainder of 2005. The settlement lossHerthree and nine month periods ended
September 30, 2005 relates to the payment of amdefi pension obligation associated with the lump slection of pension benefits.

9. INDEBTEDNESS

On September 30, 2005, the Company entetedhiflote Purchase Agreement and issued and soldgth a private placement
transaction, $300 million aggregate principal antafrits Series 2005-1 Senior
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Unsecured Notes (“Notes”). The Notes have a tem4ge and bear interest at an annual rate of 4, 9#8¢table semi-annually on March 30
and September 30. The proceeds from the sale dfdkes were used to refinance $300 million aggeegancipal amount of the Company’s
outstanding 7.61% Senior Notes (“Senior Notes”)omhihatured on September 30, 2005. In the eveniMbatly’s pays all or part of the
Notes in advance of their maturity (t‘prepaid principal”),such prepayment will be subject to a penalty cated based on the excess, if i
of the discounted value of the remaining schedpbadnents, as defined in the agreement, over thmr@rincipal. Interest paid under the
Notes and Senior Notes was $5.7 million for eacthefthree month periods ended September 30, 2002@04 and $17.1 million for each
the nine month periods ended September 30, 200204l

On September 1, 2004, Moody's entered ifffeeayear senior, unsecured bank revolving creafiility (the “Facility”) in an aggregate
principal amount of $160 million that expires inpBEmber 2009. The Facility replaced the $80 milfiwe-year 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. Att&mber 30, 2005, such premium was 17 basis pdihtssCompany also pays quarterly
facility fees, regardless of borrowing activity @mdhe Facility. The quarterly fees can range f®basis points of the Facility amount to
15 basis points, depending on the Company’s Easrtayerage Ratio, and were 8 basis points at Séeted®, 2005. Under the Facility, the
Company also pays a utilization fee of 12.5 basiatp on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility. No interest was paideun the facilities for the three and nine montriqus ended September 30, 2005 and 2004
as no borrowings were outstanding during thoseodsri

The Notes and the Facility (the “Agreementsihtain covenants that, among other things, céshré ability of the Company and certain
of its subsidiaries, without the approval of theders, to engage in mergers, consolidations, aates, transactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an inteceserage ratio, as defined in the agreement, oless than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the agreement, of not riiae 4 to 1 at the end of any fiscal
quarter. At September 30, 2005, the Company wasrimpliance with such covenants. Upon the occurrefcertain financial or economic
events, significant corporate events or certaiodlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and flegable thereunder) may be declared immediatedyashal payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmeould automatically result in
amounts outstanding becoming immediately due agdtpga and all commitments being terminated.

Moody’s total interest expense was $5.7 onlland $5.8 million for the three months ended &apter 30, 2005 and 2004, respectively;
and $17.2 million and $17.3 million for the nine mias ended September 30, 2005 and 2004, respgcfivahl interest income on cash and
cash equivalents was $8.6 million and $1.6 milfoenthe three months ended September 30, 2005 @dv}, Zespectively; and $19.3 million
and $3.8 million for the nine months ended Septeribe2005 and 2004, respectively.

10. CONTINGENCIES

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 Mmdyoody'’s is also subject to ongoing tax auditslie normal course of business.
Management periodically assesses the
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Company’s liabilities and contingencies in connaetivith these matters based upon the latest infiemavailable. For those matters where
it is both probable that a liability has been imedrand the amount of loss can be reasonably dstiiyidne Company has recorded reserves in
the condensed consolidated financial statementpeanddically adjusts these reserves as appropiiather instances, because of the
uncertainties related to both the probable outcantor the amount or range of loss, managementrdategcord a liability but discloses the
contingency if significant. As additional informati becomes available, the Company adjusts its steseds and estimates of such liabilities
accordingly.

As a result of a recently completed tax abgifapanese taxing authorities, operating, seljegeral and administrative expenses for the
nine months ended September 30, 2005 includedrgelod $9.4 million for the settlement of sales taatters related to Moody’s operations
in Japan from 2000 through June 30, 2005.

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, claimslaiggtion will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

On May 11, 2005, Moody’s received a subpdesra the New York Attorney General’s Office seekithgcuments and other information
regarding (i) securities offerings Moody'’s ratedsought to rate that were backed by jumbo mortg&ges prime borrowers and (i) credit
enhancement evaluations, during the period of 30n@000 through June 30, 2003. The subpoena @t slocuments and other informa
regarding Moody'’s credit policies and procedureseiJanuary 1, 1999.

On July 13, 2005, Moody’s received a subpdemra the New York Attorney General's Office seakidocuments and other information
regarding (i) Moody'’s ratings of the financial stgth and subordinated debt of reinsurance companiggii) Moody’s policies and practices
for rating the financial strength and subordinatefit of reinsurance companies, including ratings were unsolicited or in which the issuer
did not participate in the rating process, durimg period since January 1, 1997.

Moody'’s is currently responding to these exja and intends to continue cooperating with tee Mork Attorney General’s Office
inquiries. Moody’s cannot predict the outcome @& inquiries or any effect they may have on Mosdiyiancial position, results of
operations, or cash flows.

Legacy Contingencie

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, If®NMR”) (collectively, the “VNU Parties”), have aamed exclusive joint and several
liability for any judgment or settlement of thistéiust lawsuit. As a result of the indemnity olatgpn, Moodys does not have any exposur
a judgment or settlement of this lawsuit unless\ihig) 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 IRAUties. Moreover, as described below, on FebrliaP905, 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
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Court entered IRI's notice of appeal to the Cotihppeals for the Second Circuit. Oral argumentlmmappeal before the Court of Appeals
for the Second Circuit occurred on October 18, 2005

In July 1996, IRI filed a complaint, subseqiyamended in 1997, in the U.S. District Courttfee Southern District of New York,
naming as defendants the corporation then knowlhasDun & Bradstreet Corporation (now known as Rddnnelley), A.C. Nielsen
Company (a subsidiary of ACNielsen) and I.M.S. in&ional, Inc. (a subsidiary of the company theown as Cognizant). At the time of t
filing of the complaint, each of the other defendamas a subsidiary of the company then known &sDOlUm & Bradstreet Corporation.

The amended complaint alleges various viofatiof 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 baised by defendants and that defendants induced t8R@ach that agreement.

IRI's antitrust claims allege that defendaaeseloped 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 tying/bundling séres in the markets in which defendants allegédlg monopoly power with services in
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 effeto 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 stipulatetveen 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 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 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 CouerentIRI's notice of appeal to the Court
of Appeals for the Second Circuit. Oral argumentlmappeal before the Court of Appeals for theo8écCircuit occurred on October 18,
2005.

In connection with the 1996 Distribution, NMfRen known as Cognizant Corporation), ACNielsed R.H. Donnelley Corporation
(“Donnelley”) (then known as The Dun & Bradstreetr@oration) entered
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into an Indemnity and Joint Defense Agreement (@réginal Indemnity and Joint Defense Agreemengilysuant 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 Donnellayising from the IRI action and agreed to
indemnify Donnelley in connection with such potahtiabilities. Under the terms of the 2000 Distrion, New D&B undertook to be jointly
and severally liable with Moody’s for Old D&B’s aghtions to Donnelley under the 1998 Distributimtjuding for any liabilities arising
under the Original Indemnity and Joint Defense &grent and arising from the IRI action itself. Howewas between New D&B and
Moody'’s, it was agreed that under the 2000 Distidyy each of New D&B and Moody’s will be resporisifor 50% of any payments
required to be made to or on behalf of Donnellethwéspect to the IRI action under the terms oflt®@8 Distribution, including legal fees or
expenses related to the IRI action.

On July 30, 2004, the VNU Parties, Donnelldpody’s, New D&B and IMS Health Incorporated (sassor to I.M.S. International)
(“IMS Health”) entered into an Amended and Restatelmnity and Joint Defense Agreement (the “Amehiadelemnity and Joint 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 thdMParties. Under the Amended Indemnity and JoefeBse Agreement, the VNU Pari
have agreed to, jointly and severally, indemnifynbelley, Moody’s, New D&B and IMS Health from angaénst 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 reszgdo 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 DeéeAgreement, 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 personepkindebtedness 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 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
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As described above, the VNU Parties haverasdwexclusive responsibility for the payment ofill Liabilities. However, because
liability for violations of the antitrust laws isijnt 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 reasuhe 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 ind&img parties may have made, including the allanadidescribed 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 ultimatelydaay Donnelley (which is a defendant in the IRtiag), which can be as high as all the IRI
Liabilities.

The Company is unable to predict the outcofitbe IRI action (including the appeal), or thesafincial condition of any of the VNU Parti
or the other defendants at the time of any sucboon¢ and hence the Company cannot estimate tikfy &b pay potential IRI Liabilities
pursuant to the Amended Indemnity and Joint Defétggeement or the amount of the judgment or settlgnn the IRI action. However,
provided that the VNU Parties fulfill their obligams under the Amended Indemnity and Joint Deféxggeement, the Company believes that
the resolution of this matter, irrespective of thikcome of the IRI action, should not materiallfeaf Moody’s financial position, results of
operations and cash flows. Accordingly, no amonnmtspect of this matter has been accrued in tlmep@ay’s condensed consolidated
financial statements. If, however, IRI were to @iéin whole or in part in this action and if Moddys required to pay, notwithstanding such
contractual obligations, a portion of any signifitaettlement or judgment, the outcome of this enatbuld have a material adverse effect on
Moody'’s financial position, results of operatioasd cash flows.

Legacy Tax Matter:

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

Pursuant to a series of agreements, as betihemselves, IMS Health and NMR are jointly angesally liable to pay one-half, and New
D&B and Moodys are jointly and severally liable to pay the othalf, of any payments for taxes, penalties andusctinterest resulting fro
unfavorable IRS rulings on certain tax mattersescdbed in such agreements (excluding the magtseribed below as “Amortization
Expense Deductions” for which New D&B and Moodyis aolely responsible) and certain other potetdialiabilities, also as described in
such agreements, after New D&B and/or Moody'’s ghgsfirst $137 million, which amount was paid imoection with the matter described
below as “Utilization of Capital 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 financedyonsible for 50% of any potential liabilitiestth@ay arise to the extent such potential
liabilities are not directly attributable to theaspective business operations.

Without limiting the generality of the foreigg, three specific tax matters are discussed helow
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Royalty Expense Deductio

During the second quarter of 2003, New D&Beiiged an Examination Report from the IRS with ee$fpo a partnership transaction
entered into in 1993. In this Examination Repdrg RS stated its intention to disallow certainaiby expense deductions claimed by Old
D&B on its tax returns for the years 1993 throu@94. (the “Royalty Report”). In the first quarter 2004, New D&B received a similar
Examination Report (the “Second Royalty Reporttatieg to the first quarter 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 iaatbeen reported in the partnership tax retura 996 (the “Reallocation Report”).
New D&B also received a similar Examination Reftine “Second Reallocation Report”) issued to the pasimigrwith respect to the first
quarter of 1997.

In June 2004, New D&B and the IRS conductedkediation of these issues, at which they reacHsabkes for settlement with regard to the
Royalty Report for 1995 and 1996, the ReallocaReport, and certain tax refund claims made by QddBDelated 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 refunadndanade by Old D&B related to 1993 and 1994 mapfiset by tax liabilities relating to the
above mentioned partnership formed in 1993. New Difdagrees with the position taken by the IRS f#3land 1994 and has filed a protest
with the IRS Appeals Office. If the protest is uosessful New D&B can either: (1) abandon its tdumd claims; or (2) challenge the IRS
claim in U.S. District Court or the U.S. Court cdderal Claims. Moody’s estimates that its expo$ur¢he write-off of receivables related to
these tax refund claims could be up to $9 million.

As of June 30, 2004, Moody’s had adjustedeserves for the Royalty Expense Deductions mait®42 million to reflect the Company’s
estimates of probable exposure for the Prelimiifsattlement and the other matters discussed inrteeeding paragraph. In accordance with
the 1996 Distribution Agreement, New D&B was reqdito obtain the consent of Moody'’s, IMS Health &MR as a condition to executing
the formal settlement agreement. However, New D& wnable to obtain consent from IMS Health and NiR accordingly, New D&B
and the IRS were unable to agree on the termdarhzal settlement agreement by the November 1, 21@@4iline imposed by the IRS. As a
result, the IRS withdrew the Preliminary Settlemamti Moody’s had increased its reserves for thigenhy approximately $18 million in the
third quarter of 2004 to reflect its updated est@saf probable exposure.

As a result of continuing its dialogue wittetIRS to settle the Royalty Report and the Reation Report matters, New D&B agreed to a
basis for settlement on essentially the same tasmeached in the 2004 mediation. New D&B, MoodiWS Health and NMR executed a
closing agreement with the IRS reflecting thesm#ein the third quarter of 2005 and accordinglg, @ompany reduced its reserve for this
matter by $11.5 million.

After executing the closing agreement, IMSlteand NMR disagreed with New D&B’s calculatioheach party’s share of the tax
liability set forth in the agreement. As a resNlew D&B and Moody’s each increased its share ofatbeessment by $7.3 million to
$35.5 million and Moody’s paid approximately $34lran of this amount in October of 2005. New D&Btmipates commencing arbitration
proceedings against IMS Health and NMR to colleetincremental amounts New D&B and Moody’s weragatted to pay to the IRS on
their behalf. Based upon the current understandirige positions which New D&B and IMS Health maké, the Company believes it is
likely that New D&B should prevail, but Moody’s caat predict with certainty the outcome.
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In addition, the Second Royalty Report arelSecond Reallocation Report, which were not dahieclosing agreement with the IRS,
have not been resolved. Moody’s estimates thahiise of the potential required payment to theftit $his matter is $0.1 million (including
penalties and interest, and net of tax benefits).

Moody’s estimates that its remaining sharthefpotential liability for the Royalty Expenseddetions matter could be up to $15 million
after payment pursuant to the closing agreementiwtaikes into consideration: (1) state income ithillty connected with the terms of the
federal closing agreement and (2) the potentiaieaaff of receivables (for which the Company’s espie could be up to $9 million as
discussed above).

Amortization Expense Deductio

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 statisdnitention 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.SribigEourt 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 as noted below, in which case New &fild also have the aforementior
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 $99 million (including
penalties and interest, and net of tax benefits)s €xposure could increase by approximately $8anito $6 million per year, depending on
actions that the IRS may take and on whether NevB@é&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 and 1998. New D&B disagrees with the positiaken by the IRS and can take any of the threeseswf action described in the first
paragraph of this “Amortization Expense Deductiossttion. 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. Shoulgacly payments be made by New D&B
related to either the April Examination Reportsany 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 estimatesttits share of the potential exposure to the I&SHe potential disallowance of royalty
expense deductions could be up to $133 millionl§uiag penalties and interest, and net of tax bhes)eMoody’s also could be obligated for
future interest payments on its share of suchlitgbi
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New D&B had filed protests with the IRS Apjse@ffice regarding the April Examination Repolits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatidneofbr further development of the issues. New Di8d® reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice ofposed Adjustment (“Notice”) from the IRS for th899-2002 tax years which
(1) disallows amortization expense deductions atiet from the partnership to Old D&B on its 1999 &000 tax returns and to New D&B
on its 2000, 2001 and 2002 tax returns and (2)ldiga certain royalty expense deductions claime®by D&B on its 1999 and 2000 tax
returns and by New D&B on its 2000, 2001 and 2@0réturns. On August 4, 2005 New D&B received aarkination Report from the IRS
disallowing certain royalty expense deductionsnatad by Old D&B on its 1999 and 2000 tax returns bypdNew D&B on its 2000, 2001 and
2002 tax returns consistent with the Notice andddition assessing a twenty percent penalty. Ctiyrehe Company does not expect that the
Notice or the Examination Report will have a matkimpact on the legacy tax reserves and the patdature outlays related to legacy t
matters that are discussed below in “Summary of dyExposure to Three Legacy Tax Matters”.

Moody’s believes that the IRS’ proposed aasesnts of tax against Old D&B and the proposedaeations 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 Losse

The IRS has completed its review of the zatiion of certain capital losses generated by G Buring 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 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 GomplMS 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 reachedsibfor 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 teedurarter of 2005, and is awaiting
receipt of the third and final assessment. Moo@gisl its allocated share of the first two assesssngansisting of cash payments of
$12.8 million ($8.1 million net of expected tax leéits) and the utilization of a tax receivable ppeoximately $9 million. Moodys remaining
liability at September 30, 2005 was approximatély3$million. The amounts paid by Moody'’s includésishare of approximately $4 million
that Moody’s and New D&B believe should have beaid by IMS Health and NMR, but were not paid byntha@ue to their disagreement
with various aspects of New D&B’s calculation oéihrespective shares of the payments. If New D&iBsfto resolve this dispute with IMS
Health and NMR, Moody’s understands that New D&B@pates commencing arbitration proceedings agalmesn. Moody'’s believes that
New D&B should prevail in its position, but the Cpamy cannot predict with certainty the outcomehifirst quarter of 2005, Moo’s had
increased its reserves by $2.7 million due to disagreement.

Summary of Mooc¢'s Exposure to Three Legacy Tax Mati
The Company considers from time to time #rgge 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@oghakes estimates and judgments as to futuretgwae conditions and evaluates its
estimates and judgments on an ongoing basis.

For the nine months ended September 30, 2065Zompany recorded an $8.8 million net revesbaéserves of which $2.7 million
related to an increase for the Utilization of Cabitosses matter and $11.5 million related to theersal for the Royalty Expense Deduction
described above. For the first nine months of 28@® Company has recorded $4.5 million of inteespiense related to its legacy tax rese
At September 30, 2005, Moodytotal net legacy tax reserves were $123 millaamsisting of $132 million of tax liabilities, pally offset by
the expected utilization of $9 million of tax reeables). The $123 million of expected cash paymeoisists of $35 million of current
liabilities (reflecting the estimated cash paymenetated to the Royalty Expense Deductions andzdtibn of Capital Losses matters that are
expected to be made over the next twelve monthgs$88 million of non-current liabilities.

It is possible that the legacy tax mattensl@¢de resolved in amounts that are greater thamtmounts reserved by the Company, which
could result in additional charges that may be malteo 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 $276 million and could increase witk s described above. In matters wl
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.

11. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

Three Months Nine Months
Ended Ended
September 30 September 30
2005 2004 2005 2004
(In millions) (In millions)
Net income $ 146.€ $95.5 $ 410.% $ 302.t
Other comprehensive (loss) inco— foreign currency translation adjustm (1.5 0.2 (9.0 (0.6
Other comprehensive lo— derivative instrument .3 — 1.3 —
Other comprehensive lo— additional minimum pension liabilit (0.6) (0.7) (0.6) (0.9
Total comprehensive incon $ 143.C $95.€ $ 399.¢ $ 301.f

12. SEGMENT INFORMATION

Moody’s operates in two reportable segmevitsody’s Investors Service and Moody’s KMV. The Caany reports segment information
in accordance with SFAS No. 131, “Disclosures al8edments of an Enterprise and Related Informati®RAS No. 131 defines operating
segments as components of an enterprise for whigdrate financial information is available thagvsluated regularly by the chief operating
decision-maker in deciding how to allocate resosidead in assessing performance.

Moody'’s Investors Service consists of fouimggroups — structured finance, corporate finafioancial institutions and sovereign risk,
and public finance — that generate revenue prifigifi@m the assignment of credit ratings on issuend issues of fixed-income obligations
in the debt markets, and research, which primagelyerates revenue from the sale of investor-oriecitedit research, principally
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produced by the rating groups. Given the dominafiddoody’s Investors Service to Moody's overallults, the Company does not
separately measure or report corporate expensearathey allocated to the Company’s business satgnAccordingly, all corporate
expenses are included in operating income of thedy® Investors Service segment and none have &émrated to the Moody’s KMV
segment.

Moody’s KMV develops and distributes quaritita credit risk assessment products and servarelsanks and investors in credit-sensitive
assets and credit processing software. Assetsaadelg by Moody’s KMV are separately disclosed witthat segment. All other Company
assets, including corporate assets, are reportpdrasf Moody’s Investors Service. Revenue by gaplic area is generally based on the
location of the customer. Inter-segment salesrasigmificant and no single customer accounted @86 br more of total revenue.

Below are financial information by segmentaddy’s Investors Service revenue by business mditcansolidated revenue information by
geographic area, each for the three and nine nperibds ended September 30, 2005 and 2004, ancssits by segment as of
September 30, 2005 and December 31, 2004 (in msljicCertain prior year amounts have been recladgib conform to the current
presentation.

Financial Information by Segment

Three Months Ended Three Months Ended
September 30, 200! September 30, 200-
Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $ 388 $ 35: % 421.1 $ 328¢8 $ 291 % 357.¢
Operating, selling, general and administra
expense: 153.t 26.¢ 180.¢ 128.( 23.¢ 151.¢
Depreciation and amortizatic 4.5 4.3 8.8 4.1 4.2 8.3
Operating incom: 227.¢ 4.1 231.¢ 196.7 1.1 197.¢
Interest and other non-operating income
(expense), ne 2.7 (3.5
Income before provision for income tay 234.¢ 194.:
Provision for income taxe 88.( 98.¢
Net income $ 146.¢ $ 95.t
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Nine Months Ended
September 30, 200.

Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $1,161. $ 972 $ 1,258.« $ 958t $ 88z $ 1,046."
Operating, selling, general and
administrative expenst 4577 77.2 535.1 369.¢ 71.2 441.%
Depreciation and amortizatic 13.t 12.€ 26.1 12.¢ 12.t 25.2
Operating incomi 690.( 7.2 697.2 575.¢ 4.4 580.2
Interest and other non-operating expense,
net (6.9 (14.9
Income before provision for income ta: 690.¢ 565.:
Provision for income taxe 280.1 262.¢
Net income $ 410.7 $ 302.5
Moody'’s Investors Service Revenue by Business Unit
Three Months Ended Nine Months Ended
September 30 September 30
2005 2004 2005 2004
Ratings revenue
Structured financ $ 174« $ 1452 % 505.: $ 396.
Corporate financ 77.5 69.4 236.7 217.¢
Financial institutions and sovereign ri 58.4 50.1 189.% 154.¢
Public finance 21.¢ 20.z 71.C 62.2
Total ratings revenu 332.( 285.1 1,003.( 830.¢
Research revent 53.¢ 43.7 158.2 127.¢
Total Moody's Investors Servic $ 385. $ 328¢ $ 1,161 $ 958.f
Consolidated Revenue Information by Geographic Area
Three Months Ended Nine Months Ended
September 30 September 30
2005 2004 2005 2004
United State: $ 267.( $ 228.( $ 790.¢ $ 670.¢
International 154.] 129.¢ 467.5 375.¢
Total $ 421.] $ 357.¢ $ 1,258. $ 1,046.
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Total Assets by Segment

September 30, 2005 December 31, 2004
Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Total assets by segme $1,313.0 $  241¢ 3 1,555.: $1,123f $ 265.& $ 1,389.:

13. RECENTLY ISSUED ACCOUNTING STANDARDS

As discussed in Note 8, in May 2004, the FASRBIed FASB Staff Position (“FSP”) No. FAS 106+%¢counting and Disclosure
Requirements Related to the Medicare PrescriptiargDmprovement and Modernization Act of 2003"g(tti\ct”). The Act provides new
government subsidies for companies that providsagpigtion drug benefits to retirees. Moody’s hasoiporated the effects of the Act into the
measurement of plan assets and obligations asadlger 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 FI&IB-2 and the final regulations had no signifiagfifécts on the Company’s net periodic
post- retirement expense for the nine months efe@gdember 30, 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 impacthaf tepatriation provisions of the American Jobsafioa 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.
Subsequent to September 30, 2005, the approppate\als were obtained to repatriate up to $65onilunder the Jobs Act resulting in a
reduction of tax expense in 2005 of up to $4 millio

As discussed in Note 2, in December 2004FASB issued SFAS No. 123R. Under this pronouncéntempanies are required to rec
compensation expense for all share-based paymemtiavansactions granted to employees, based daithealue of the equity instrument at
the time of grant. This includes shares issued uesployee stock purchase plans, stock optionsjatesl stock and stock appreciation
rights. SFAS No. 123R eliminates the ability to@aut for share-based compensation transactiong ég#B Opinion No. 25, “Accounting
for Stock Issued to Employees”, which had beennadibin SFAS No. 123 as originally issued. In Ma2€l95, the SEC issued Staff
Accounting Bulletin No. 107 (“SAB 107"). SAB 107 presses views of the SEC staff regarding the iotienabetween this statement and
certain SEC rules. In April 2005, the SEC allowedblc companies to delay the implementation of SFWE 123R until the first annual
period beginning after June 15, 2005. The Compéayspto implement this standard effective JanuaB006. Because the Company adoj
the fair value method provisions of SFAS No. 12@spectively beginning on January 1, 2003, it dagsrlieve that the impact of adoption
of SFAS No. 123R will be material to its condensedsolidated results of operations or financialipms However, Moody’s currently
anticipates that its 2006 stock compensation expetilsbe higher than its 2005 expense, in parlbee the Company has been phasing i
expensing of annual stock award grants commenai2@03 over the current four-year stock plan vestieriod. SFAS No. 123R also
requires the benefits of tax deductions in excéssangnized compensation expense to be reportadiaancing cash flow, rather than as an
operating cash flow. This requirement will redue¢ operating cash flows and increase net financasty flows in periods after adoption.
Total change in cash and cash equivalents will nertinee same.
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In May 2005, the FASB issued SFAS No. 154¢c¢dunting Changes and Error Corrections” (“SFAS Ns®t") which replaces Accountir
Principles Board Opinion No. 20 “Accounting Charigasd SFAS No. 3, “Reporting Accounting Changeiterim Financial Statements —
An Amendment of APB Opinion No. 28”. SFAS No. 15#4yides guidance on the accounting for and repguinaccounting changes and
error corrections. It establishes retrospectivdieation, or the latest practicable date, as tlyired method for reporting a change in
accounting principle and the reporting of a coiimetbf an error. SFAS No. 154 is effective for amting changes and corrections of errors
made in fiscal years beginning after December 0852and, accordingly, is required to be adoptethbyCompany on January 1, 2006. The
Company does not expect that the adoption of SFASIE4 will have a material impact on its consdkdhiresults of operations and financial
position.

14. SUBSEQUENT EVENT

On October 25, 2005, the Board of Directdrthe Company: (1) approved a quarterly dividen&@055 per share of Moody’s common
stock, payable on December 10, 2005 to sharehotdeexord at the close of business on NovembeR@05, and (2) approved a $1 billion
share repurchase program to begin when the Compamigting $600 million share repurchase progracoimpleted.
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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 47 for a diston 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 (i) credit ratings, research and gsialcovering fixed income securities, other daebtruments and the entities that issue such
instruments in the global capital markets, andgiiigntitative credit risk assessment products andces, credit training services and credit
processing software to banks and other financsditirtions. Moody’s operates in two reportable segts: Moody’s Investors Service and
Moody’s KMV (“MKMV?”).

Moody’s Investors Service publishes ratingnagns on a broad range of credit obligors and iti@aligations issued in domestic and
international markets, including various corporatel governmental obligations, structured financaistes 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@ls quantitative credit risk assessment produatssarvices for banks and investors in
credit-sensitive assets and credit processing softw

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 accordeititaccounting principles generally accepted i thnited States. The preparation of
these financial statements requires Moody’s to nestienates and judgments that affect reported ateafrassets and liabilities and related
disclosures of contingent assets and liabilitiethatdates of the financial statements and revandeexpenses during the reporting periods.
These estimates are based on historical exper@rden other assumptions that are believed todsorable 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 descriptionsmesof the judgments that Moody’s
makes in applying its accounting estimates in tlaesas. 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 reseavhich primarily generates revenue from the sélavestor-oriented credit research,
principally produced by the rating groups. Givea ttominance of Moody’s Investors Service to Moodwsrall results, the Company does
not separately measure or report corporate expengeare such expenses allocated between the Qysdausiness segments. Accordingly,
all corporate expenses are included in operating
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income of the Moody’s Investors Service segmentrame have been allocated to the Moody’s KMV segmen

The Moody’s KMV business develops and disti@ls quantitative credit risk assessment produatssarvices for banks and investors in
credit-sensitive assets and credit processing softw

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’snrcomstock outstanding, subject to stockholder aggirof a charter amendment to
increase the Company’s authorized common shares4fi® million shares to 1 billion shares. At then@@anys Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaiment. As a result, stockholders of record ad@fctose of business on May 4, 2005
received one additional share of common stock &cheshare of the Company’s common stock held ardéite. Such additional shares were
distributed on May 18, 2005. All prior period shameormation has been restated to reflect the sspdik.

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

Results of Operations
Three Months Ended September 30, 2005 Compared Withee Months Ended September 30, 2004
Total Company Resul

Moody'’s revenue for the third quarter of 2@@&s $421.1 million, an increase of $63.2 milliorl@.7% from $357.9 million for the third
quarter of 2004. Moody'’s achieved strong revenwsvit in several business sectors, including glsbaictured finance and research along
with corporate finance, MKMV and international fir@al institutions.

Revenue in the United States was $267.0anifior the third quarter of 2005, an increase &.83nillion or 17.1% from $228.0 million
2004. Approximately 76% of the U.S growth was dniloy structured finance and research, reflectimngtissuance across all structured
asset classes and continued demand for core ragmaducts. U.S. corporate finance, financial tngthbns and public finance contributed to
yearto-year growth as well.

Moody'’s international revenue was $154.1iomillin the third quarter, an increase of $24.2iomillor 18.6% over $129.9 million in the
third quarter of 2004. International ratings reveiguew $13.4 million versus the prior year, witlpagximately 50% of the growth related to
Europe. All international lines of business grevdatible-digit rates due to increased demand fordyisocredit rating services as well as
research and analytic products. Foreign curreranstation accounted for approximately $2 milliorrgborted international revenue growth.

Operating, selling, general and administegxpenses were $180.4 million in the third quast&2005, an increase of $28.6 million or
18.8% from $151.8 million in the third quarter @f@%. The largest contributor to this increase wasvth in compensation and benefits
expense of $21 million, reflecting compensatiorréases, increased staffing, higher stock-based ensapion expense and $2.7 million for
the settlement of certain pension obligations. Mé®dlobal staffing of about 2,700 employees att€eyer 30, 2005 was approximately 8%
higher than in the quarter ended September 30,, 20@#reflected hiring primarily in the U.S. andr&pean ratings businesses to support
business growth, and additional staff in the Comgfsafinance and technology support functions. Stbaked compensation expense incre
$6.6 million quarter over quarter. As more fullpdissed in Note 2 to the condensed consolidataddial statements, the Company adopted
the fair value method provisions of SFAS No. 12@spectively beginning on January 1, 2003. The guanier quarter increase in expense
reflects the phasing in of expense over the cufmntyear equity plan vesting period and the effecta bigher share price on the value of
2005 equity grants. Outside service fees increbgeapproximately $3 million of which approximateg million relates to information
technology investment spending and about $1 millioa to legal matters. In addition, foreign curgetranslation accounted for
approximately $1 million of the year-to-year expegsowth.
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Third quarter operating income of $231.9 imillrose $34.1 million or 17.2% from $197.8 millionthe same period of 2004. Foreign
currency translation contributed approximately $illiom to operating income growth. Moody’s operatimargin for the third quarter of 2005
was 55.1% compared to 55.3% a year earlier.

Moody’s reported $2.7 million of interest amither non-operating income (expense), net fothhid quarter of 2005 compared with
($3.5) million for the same period of 2004. Inteérespense was $5.7 million and $5.8 million for theee months ended September 30, 2005
and 2004, respectively, and was principally relateMoody’s $300 million of Senior Notes. Intergstome was $8.6 million in the third
quarter of 2005 compared to $1.6 million in thedhquarter of 2004. The increase was due to a hig¥erage investment balance as well as
an increase in the weighted average yield. Foreigmange gains were $0.4 million and $1.2 milliothie third quarter of 2005 and 2004,
respectively.

Moody'’s effective tax rate was 37.5% in thigd quarter of 2005 compared to 50.8% in the tudrter of 2004. The tax rates reflect an
$11.5 million reduction in legacy tax reserves &t8.4 million of legacy income tax provisions iretthird quarters of 2005 and 2004,
respectively.

Segment Results
Moody's Investors Servic

Revenue at Moody’s Investors Service fortthel quarter of 2005 was $385.8 million, up $5million or 17.3% from $328.8 million in
the third quarter of 2004. Ratings revenue accauftte$46.9 million of growth with approximately @of that growth coming from global
structured finance and corporate finance along imittrnational financial institutions. Good growtlas achieved across all ratings sectors
geographies as well as research. Foreign curreanglation accounted for approximately $2 millidmeported revenue growth. Price
increases also contributed to year-to-year growtteported revenue.

Structured finance revenue was $174.4 millmrthe third quarter of 2005, an increase of @2fillion or 19.9% from $145.4 million in
the same period of 2004. Approximately $25 millafrthe increase was in the U.S. with the residéni@tgage, commercial mortgage and
collateralized debt sectors contributing approxeha80% to this amount. Continued strength in tbeding market and consecutive years of
robust price appreciation supported strong voluimé®me equity lending. The trend of the disintediméon of banks and increased use of
securitization has resulted in an ample supplyotiteralized loan obligations and cash flow resiizations that have driven growth in
collateralized debt obligations, even as credieags have tightened. International structured fisaevenue grew approximately $4 million
yearto-year, with issuance related revenue growthéndommercial and residential mortgage backed iseataounting for approximately
90% of the increase.

Revenue in the corporate finance group was3bmillion for the third quarter of 2005, up $7@lion or 11.4% from $69.4 million in the
third quarter of 2004. Revenue in the U.S. incrdaggproximately 10% due to issuance-related revgnath in investment grade and high-
yield bonds, offsetting modest weakness in-issuance related revenue. International corpdirz@@ce revenue increased approximately
$4 million or 15%, due to new ratings relationship&urope and increased corporate bond issuan&si Price increases also contributed
to year-to-year growth in global corporate finaneeenue.

Financial institutions and sovereign riskeeue was $58.4 million for the third quarter of 208n increase of $8.3 million or 16.6% from
$50.1 million in the third quarter of 2004. In tHeS., revenue grew approximately $3 million, prpadly reflecting growth in non-issuance
related revenues. Internationally, revenue grewapmately $5 million compared to the prior yearipd, primarily due to increased rated
issuance in the banking and insurance sectors]amwgith new ratings relationships in Europe. Pirc@eases also contributed to yearea
growth in global financial institutions revenue.

Public finance revenue was $21.9 milliontfee third quarter of 2005, an increase of $1.7iomlbr 8.4% from $20.2 million for the same
period in 2004. Dollar issuance in the municipatdbonarket increased approximately 24% versus thee ggeriod in 2004, as issuers
accelerated borrowings in anticipation of highaeiast rates later in the year. Issuance growtpamatd revenue growth primarily because
lower revenue yield on overall market issuancetdusapping of fees on a few large transactions kvhiso resulted in a
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record average deal size. Refinancings represd3@dof total dollar issuance in the third quarte2@05, versus 38% in the same period of
2004.

Research revenue of $53.8 million for thedtigjuarter of 2005 was $10.1 million or 23.1% higtien the $43.7 million reported in the
third quarter of 2004. Revenue grew by approxinyab8l million both in the U.S. and internationallythvEurope accounting for around 75%
of international growth. Research and analyticsises accounted for approximately $7 million of kg revenue growth primarily from cre
research on corporate and financial institutiorss structured finance related business. Licensingafdy’s data to customers for internal i
external use accounted for about $3 million of resegrowth. Foreign currency translation and pinceeases also contributed to yearyas
growth in reported revenue.

Moody’s Investors Service operating, selliggneral and administrative expenses, includingarate expenses, were $153.5 million for
the third quarter of 2005, an increase of $25.%ionilor 19.9% from $128.0 million in the third qter of 2004. Compensation and benefits
expense accounted for $20 million of the expensw/tr. This increase included $6.0 million relategtock-based compensation, as
discussed above, and $2.7 million for the settldménertain pension obligations. The growth alstlected compensation increases, staffing
growth primarily in the U.S. and European ratingsibesses to support business growth and additstafflin finance and technology supp
functions. Outside service fees increased by apmately $3 million of which approximately $2 milliorelates to information technology
investment spending and about $1 million due tallegatters. Foreign currency translation contridigpproximately $1 million to year-to-
year growth in reported expens

Moody’s Investors Service operating incom&227.8 million for the third quarter of 2005 was$81.1 million or 15.8% from
$196.7 million in the third quarter of 2004. Fomeigurrency translation contributed approximatelyndillion to the year-to-year growth in
operating income.

Moody' s KMV

Moody’s KMV revenue of $35.3 million for thhkird quarter of 2005 increased $6.2 million or3.from $29.1 million for the same
period in 2004. Revenue from risk product subsitist grew modestly over the prior year, constraiinggart by mergers and consolidations
in the banking sector. The remaining increasewemae was attributable to strong growth in profasai services, credit decision processing
software maintenance, and licensing fees from tdadiision processing software, including reveragagnized from the completion of prior
contractual commitments.

MKMV'’s operating, selling, general and adrsinaitive expenses were $26.9 million for the tlojudrter of 2005, an increase of
$3.1 million or 13.0% from $23.8 million in the tHiquarter of 2004. This increase included $0.6ionilrelated to stock-based compensation,
as discussed above. Depreciation and amortizatipense was $4.3 million and $4.2 million for thedrquarter of 2005 and 2004,
respectively. MKMV operating income was $4.1 mitlifor the third quarter of 2005 compared with $hiflion in the third quarter of 2004.
Currency translation did not have a significantryteayear impact on MKMV results.

Nine Months Ended September 30, 2005 Compared Withe Months Ended September 30, 20
Total Company Resul

Moody'’s revenue for the nine months ended&eper 30, 2005 was $1,258.4 million, an increds2a1.7 million or 20.2% from
$1,046.7 million for the same period of 2004. Mosdychieved strong revenue growth in several bssisectors, including global structured
finance, financial institutions, research, interor@l corporate finance, public finance and MKMV.

Revenue in the United States was $790.9anifior the nine months of 2005, an increase of ¥1&dllion or 17.9% from $670.9 million
in 2004. Approximately 85% of the U.S. growth waiven by structured finance and research, reflgcsinong issuance across all structured
asset classes and continued demand for core rbsgaducts. U.S. public finance, financial insfibats and corporate finance contributed to
yearto-year growth as well.
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Moody’ international revenue was $467.5 million in tingt fnine months, an increase of $91.7 million 4426 over $375.8 million in tl
first nine months of 2004. International ratingseeue grew approximately $66 million versus thepyear, with approximately 78% of the
growth related to Europe where increased issuamd@ew ratings relationships contributed to $28iamlof growth in financial institutions
revenue. European structured finance, researcle@pdrate finance contributed to growth as welkelign currency translation accounted for
approximately $13 million of reported internationatenue growth.

Operating, selling, general and administegxpenses were $535.1 million for the first nirenths of 2005, an increase of $93.9 million
or 21.3% from $441.2 million in the first nine mbatof 2004. The largest contributor to this inceeass growth in compensation and
benefits expense of $70 million, reflecting comims increases, increased staffing, higher stadetl compensation expense and
$2.7 million for the settlement of certain pensailigations. Moody’s global staffing of about 2, 7@®ployees at September 30, 2005 was
approximately 8% higher than in the nine monthseen8eptember 30, 2004, and reflected hiring inf8& and European ratings businesses
to support business growth, and additional stafiniance and technology support functions. Stockebdecompensation expense increased
$23.4 million year-togear. As more fully discussed in Note 2 to the ersd consolidated financial statements, the Coynadopted the fa
value method provisions of SFAS No. 123 prospelbtileeginning on January 1, 2003. The year-to-yrargase in expense reflects the
phasing in of expense over the current four-yeaitgglan vesting period as annual equity granésraade, the effects of a higher share price
on the value of the 2005 equity grants versus 280d approximately $9.1 million recorded in thatfiquarter of 2005 related to the
accelerated expensing of equity grants for employe@r near retirement eligibility. As a resultaofax audit by Japanese taxing authorities
that was completed in the second quarter of 20Q%reses for the first nine months included a chafg9.4 million for the settlement of
sales tax matters related to Moody’s operatiorapan from 2000 through June 30, 2005. Outsidécsefees increased by approximately
$5 million of which approximately $4 million relat¢o information technology investment spendingaddition, foreign currency translation
accounted for approximately $4 million of the yéauyear expense growth.

The first nine months operating income of B&Million rose $117.0 million or 20.2% from $580nillion in the same period of 2004.
Foreign currency translation contributed approxeha$9 million to operating income growth. Moodyperating margin for the first nine
months of 2005 was 55.4% and remained unchangedtfre prior year period.

Moody’s reported $6.4 million of interest amither non-operating expense, net for the firsé mmonths of 2005 compared with
$14.9 million for the same period of 2004. Intere@gbense was $17.2 million and $17.3 million far thne months ended September 30, -
and 2004, respectively, and was principally relateMoody’s $300 million of Senior Notes. Intergstome was $19.3 million in 2005
compared to $3.8 million in 2004. The increase daes to a higher average investment balance asawelh increase in the weighted average
yield. Foreign exchange losses were $7.1 millioth 0.3 million for the first nine months of 2005082004, respectivel)

Moodys effective tax rate was 40.5% for the first ninenths of 2005 compared to 46.5% in the same pefi@d04. The tax rates refle
$8.8 million of net reductions in legacy tax reg=rand $28.4 million of legacy income tax provisiagmthe first nine months of 2005 and
2004.

Segment Results

Moody's Investors Service

Revenue at Moody’s Investors Service forfitet nine months of 2005 was $1,161.2 million,$89D2.7 million or 21.1% from
$958.5 million in the first nine months of 2004.tiRgs revenue accounted for $172.1 million of glowith approximately 80% of that
growth coming from global structured finance anddpean financial institutions. Good growth was agkd in a number of ratings sectors as
well as in research. Foreign currency translatmroanted for approximately $13 million of reportedenue growth. Price increases also
contributed to year-to-year growth in reported rewe

30




Table of Contents

Structured finance revenue was $505.3 mill@rthe first nine months of 2005, an increas&1¥8.9 million or 27.5% from
$396.4 million in the same period of 2004. Approately $87 million of the increase was in the U.8hwhe residential mortgage,
commercial mortgage and collateralized debt secionsributing approximately 90% to this amount. Ladjustable-rate mortgages, rising
home prices and continued strength in the housiauget were key drivers in the residential mortgagetor. A strong supply of corporate
loans and structured finance securities availadred-securitization drove collateralized debt gation issuance higher. Global commercial
mortgage-backed securities revenue was $82 milidtp more than prior year, as record issuance dexenue growth during the quarter.
International structured finance revenue grew axiprately $22 million year-to-year, with Europe cobtiting $16 million. Foreign currency
translation also contributed $4 million to growthimternational structured finance revenue.

Corporate finance revenue was $236.7 millarthe first nine months of 2005, up $18.8 million8.6% from $217.9 million in the first
nine months of 2004. Revenue increased modestheitd.S. as issuance related growth in bank lotimgsrevenue was largely offset by a
19% decline in high yield revenue. High yield bassuance has declined approximately 27%, primduky to weakness in the first half of :
year, as issuers shifted to the leveraged loanetaf&r financing needs. Conversely, investmentg@rporate debt issuance increased
compared to the first nine months of 2004 as nuoglarge transactions came to market in the tratesjgmn, energy and technology sectors.
International corporate finance revenue increaggpdoximately $15 million or approximately 22% dweniew ratings relationships in Europe
and increased corporate bond issuance in othe@natienal regions. Price increases also contribtdgaar-toyear growth in global corpora
finance revenue.

Revenue in the financial institutions andeseign risk group was $189.7 million for the firshe months of 2005, an increase of
$35.3 million or 22.9% from $154.4 million in thiest nine months of 2004. In the U.S., revenue gapproximately $7 million, principally
due to strength in insurance and real estate sedternationally, revenue grew approximately $#Bion compared to the prior year period,
primarily due to increased issuance and new ratieigsionships in Europe. European issuance wdipkarly strong in the banking,
insurance and sub-sovereign sectors. Price ingedse contributed to year-to-year growth in gldbancial institutions revenue.

Public finance revenue was $71.3 milliontfe first nine months of 2005, an increase of $8illion or 14.6% from $62.2 million for the
same period in 2004. Dollar issuance in the mualdijpnd market was approximately $308 billion, 6%dmore than the same period in
2004, as issuers continued to take advantage ofdloger-term interest rates and the narrow spreadden long and short-term rates which
has been favorable for advance refinancings. Redings represented 47% of total dollar issuandherfirst nine months of 2005, versus
37% in the same period of 2004.

Research revenue of $158.2 million for thetfinine months of 2005 was $30.6 million or 24 Bgher than the $127.6 million reportec
the first nine months of 2004. Revenue grew by axiprately $14 million in the U.S. and about $17lioil internationally with Europe
accounting for 72% of international growth. Reshand analytics services accounted for approxim&21 million of global revenue grow
primarily from credit research on corporate an@ficial institutions and the structured financetegldusiness. Revenue from the licensing of
Moody's information to financial customers for imal use and redistribution was $34 million in fiist nine months, an increase of
$9 million, or 33% higher than the prior year. Fgrecurrency translation and price increases absributed to year-to-year growth in
reported revenue.

Moody'’s Investors Service operating, selliggneral and administrative expenses, includingamate expenses, were $457.7 million for
the first nine months of 2005, an increase of $&7il8on or 23.7% from $369.9 million in the firsine months of 2004. Compensation and
benefits expense accounted for $69 million of tkige@se growth. This increase included $22.3 millielated to stock-based compensation,
as discussed above, and $2.7 million for the seétd of certain pension obligations. The growtlo aéflected compensation increases,
staffing growth in the U.S. and European ratingsitesses to support business growth and additiatilin finance and technology support
functions. As a result of a tax audit by Japanasimt) authorities that was completed in the seapradter of 2005, expenses for the first nine
months of 2005 included a charge of $9.4 milliontfe settlement of sales tax matters related todyis operations in Japan
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from 2000 through June 30, 2005. Outside servies fiecreased by approximately $5 million of whigip@ximately $4 million relates to
information technology investment spending. Foreaigrrency translation contributed approximatelyndiftion to year-to-year growth in
reported expenses.

Moody'’s Investors Service operating incom&@0.0 million for the first nine months of 200&swp $114.2 million or 19.8% from
$575.8 million in the first nine months of 2004.r€ign currency translation contributed approxima®&9 million to the year-tgear growth ii
operating income.

Moody' s KMV

Moody’s KMV revenue of $97.2 million for tHigst nine months of 2005 was $9.0 million or 10.286re than the same period in 2004.
MKMV'’s revenue growth reflected increasing demaraihf risk products and credit decisioning softward software related consulting.
Growth in subscriptions revenue related to cragit assessment products, which had been adverf$etyeal by client attritions due to bank
consolidations, grew approximately 7% or $4 millmympared to prior year. In the first nine month&rnational revenue accounted for 56%
of global revenue.

MKMV'’s operating, selling, general and adrsinitive expenses were $77.4 million for the fiisie months of 2005, an increase of
$6.1 million or 8.6% from $71.3 million in the sarperiod of 2004. This increase included $1.1 millielated to stock-based compensation,
as discussed above. Depreciation and amortizatipense was $12.6 million and $12.5 million for fiist nine months of 2005 and 2004,
respectively. MKMV operating income was $7.2 mitiifor the first nine months of 2005 compared withd$million in the same period of
2004. Currency translation did not have a significgear-to-year impact on MKMV results.

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 $546.3 million and $383i8ion for the nine months ended September 30528d 2004, respectively.

Moody’s net cash provided by operating atiegiin 2005 increased by $162.5 million comparét ®004. Contributing to this growth
was the increase in net income of $108.2 milliaghér non-cash stock-based compensation exper&23cf million and higher tax benefits
from exercise of stock options of $7.1 million. Iraped collection of accounts receivable also béeeftash flow from operations by
approximately $46 million. In addition, timing otigrterly federal, state and international inconxepi@yments and growth in the tax provis
for the first nine months of 2005 compared with 2@0ntributed $28 million to year-to-year growthcish provided by operating activities.
Partially offsetting these benefits were the paynoéi$12.8 million related to the settlement ofdey tax matters as well as an approximate
$37 million reduction in year over year non-cagialey income tax expense, as discussed below intii@mncies — Legacy Tax Matters.”

Net cash used in investing activities was. $98illion for the nine months ended September2B05 compared with $23.5 million for the
same period of 2004. Spending for property andpgent and for development costs for MKM\Software products totaled $18.6 million
the first nine months of 2005 compared with $14illian for the first nine months of 2004. Net inve®nts in marketable securities totaled
$76.6 million for the first nine months of 2005 goaned with $5.5 million for the first nine months2004. The 2005 spending on
investments in affiliates related to the $3.9 millicontingent payment made in the second quategeceto Korea Investors Service.

Net cash used in financing activities was3%80million for the nine months ended September2B05 compared to $178.8 million for the
nine months ended September 30, 2004. Proceedssfternises of stock options were $66.5 millionha 2005 period and $76.8 million in
the 2004 period. These amounts were offset by 2328lion and $221.3 million used for share repa®ds for the first nine months of 2005
and 2004,
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respectively, and dividends paid of $44.4 milliovd&33.4 million for the first nine months of 2088d 2004, respectively.

Future Cash Requirement

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

The Company currently intends to use a porbibits cash flow to pay dividends, of which thedgd of Directors declared a quarterly
amount of $0.055 per share on October 25, 2005hb@ym December 10, 2005 to shareholders of reabifte close of business on
November 20, 2005. The continued payment of divideat this rate, or at all, is subject to the @gon of the Board of Director

The Company also currently expects to udgrafieant portion of its cash flow after dividentts continue its share repurchase program.
The Company implemented a systematic share repaeghr@gram in the third quarter of 2005 througlsBC Rule 10b5-1 program.
Systematic share repurchases may constitute tharityajf the Company’s potential repurchase agtiviloody’s will also be prepared to act
opportunistically when conditions warrant. As op&mber 30, 2005, Moody’s had $219 million remagnirf its existing $600 million
repurchase authorization. On October 25, 2005Btd@d of Directors authorized an additional $litilshare repurchase program. The
Company’s intent is to return capital to sharehdde a way that serves their long-term intere&ssa result, Moody’s share repurchase
activity will continue to vary from quarter to quer.

In addition, the Company will from time tonte consider cash outlays for acquisitions of oesiments in complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaysatotp New D&B its share of potential
liabilities related to the legacy tax and legaltbagencies that are discussed in this Managem&igsussion and Analysis of Financial
Condition and Results of Operations under “Contimages”. These potential cash outlays could be rnzt@nd might affect liquidity
requirements, and they could cause the Companyrsug additional financing. There can be no asserémat financing to meet cash
requirements will be available in amounts or omeacceptable to the Company, if at all.

Indebtednes:

On September 30, 2005, the Company entetediiflote Purchase Agreement and issued and soldgth a private placement
transaction, $300 million aggregate principal antafrNotes. The Notes have a ten-year term andib&srest at an annual rate of 4.98%,
payable semi-annually on March 30 and SeptembeF13® proceeds from the sale of the Notes were tsezfinance $300 million aggregate
principal amount of the Company’s outstanding 7.63é&fior Notes which matured on September 30, 2005e event that Moody’s pays all
or part of the Notes in advance of their matusiych prepayment will be subject to a penalty caled based on the excess, if any, of the
discounted value of the remaining scheduled paysnestdefined in the agreement, over the prepaidipal.

On September 1, 2004, Moody's entered irfteeayear senior, unsecured bank revolving crealiflity in an aggregate principal amount
of $160 million that expires in September 2009. Faeility replaced the $80 million five-year fatjlthat 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 lmasirgs to 47.5 basis points depending
on the Company’s ratio of total indebtedness toiegs before interest, taxes, depreciation and &ration, as defined in the related
agreement. At September 30, 2005, such premiunl&éssis points. The Company also pays quarteciiitiafees, regardless of borrowing
activity under the Facility. The quarterly fees cange from 8 basis points of the Facility amowont% basis points, depending on the
Company'’s Earnings Coverage Ratio, and were 8 lpadigs at September 30, 2005. Under the Facility,
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Company also pays a utilization fee of 12.5 basiatp on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility. No interest was paideun the facilities for the three and nine monthiqus ended September 30, 2005 and 2004
as no borrowings were outstanding during thoseodsri

The Notes and the Facility contain covendms, among other things, restrict the abilitylef Company and certain of its subsidiaries,
without the approval of the lenders, to engage éngars, consolidations, asset sales, transactithstffiliates and saléeaseback transactic
or to incur liens, as defined in the related agre®i The Facility also contains financial coveadhat, among other things, require the
Company to maintain an interest coverage ratidedimed in the agreement, of not less than 3 tr Ay period of four consecutive fiscal
quarters, and an Earnings Coverage Ratio, as definde agreement, of not more than 4 to 1 aetlteof any fiscal quarter. At
September 30, 2005, the Company was in compliatteswch covenants. Upon the occurrence of cefiia@mcial or economic events,
significant corporate events or certain other evepnstituting an event of default under the Agreets, all loans outstanding under the
Agreements (including accrued interest and feealplaythereunder) may be declared immediately ddepagable and all commitments un
the Agreements may be terminated. In additionagedther events of default under the Agreementsladvautomatically result in amounts
outstanding becoming immediately due and payaldeatircommitments being terminated.

Off-Balance Sheet Arrangements

At September 30, 2005, Moodydid not have any relationships with unconsolidaatities or financial partnerships, such as iestibfter
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamhich would have been established for the
purpose of facilitating off-balance sheet arrangeter 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 September 30, 2005, there has not bagmaterial change outside the normal course sihlgs in Moodys contractual obligatiol
as presented in its annual report on Form 10-KHeryear ended December 31, 2004, except that $806n of Notes payable, representing
the face amount of the Senior Notes which mature8eptember 30, 2005, were refinanced on SepteBh&005 by issuing an equal
amount of the new Notes which mature in 2015.

Dividends

On October 25, 2005, the Board of Directdrie Company approved a quarterly dividend of $8.0er share of Moody’s common
stock, payable on December 10, 2005 to sharehotdeexord at the close of business on Novembe2Q05.

Outlook

Moody’s overall revenue and earnings perelgaowth rates for the first nine months of 2008 aatlook for the remainder of the year
suggest that growth for the full year will be mattieabove the guidance provided when the Compapgrted second quarter results in July.
This adjustment to the guidance is based on strethga-expected growth in several businesses ypaifdet by slower growth in others. As a
result, while Moody'’s is only making a modest atijusnt to the overall outlook for the full year 20®&ere are some significant changes to
the forecasts for individual business lines.

Moody'’s outlook for 2005 is based on assuorngiabout many macroeconomic and capital marke&tridncluding interest rates,
corporate profitability and business investmentsiigg, merger and acquisition activity, consumergfing, residential mortgage borrowing
and refinancing activity, securitization levels arapital markets issuance. There is an importagteseof uncertainty surrounding these
assumptions and, if actual conditions differ frdrage assumptions, Moody’s results for the year difégr from the current outlook.
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In the U.S., the Company is now forecastind-taens percent revenue growth for the ratingsrasdarch business for the full year 2005.
In the U.S. structured finance market, the Companwy expects that revenue from rating residentiattgage-backed and home equity
securities may rise more than thirty percent fromrecord level of 2004. This is an important rievisrom Moody'’s prior outlook, which
anticipated residential mortgage-backed and hom#yesecurities revenue growing in the high teeaxent range. The Company continues
to expect good year-over-year growth in severatiogiectors of U.S. structured finance, includingebacked securities, credit derivatives
and commercial mortgage-backed securities. Moodlgis expects total U.S. structured finance reveougdw in the mid-twenties percent
range, compared with the previous forecast whishimed revenue would grow in the mid-teens peraage.

In the U.S. corporate finance business, desmiproved third quarter issuance in the speatdairade bond market, issuance remains
uneven and will likely fall substantially below tkelume seen in 2004. The Company believes thames weakness from this business
segment will be offset by growth from investmeradg ratings and price increases. Moody’s now eszpéd®. corporate finance revenue to
grow in the low single-digit percent range for 208Bwer than the Company had previously forecast.

In the U.S. financial institutions sector, ddty’s looks for the impact of projected flat issoarvolume to be offset by revenue related to
price increases and from new rating relationshipgether, the Company expects these to resultdasinigle-digit percent growth in this
sector in 2005, slower than we had previously fasec

Moody’s U.S. public finance revenue growthtlee quarter was roughly in line with expectatiofis a result, the outlook for this business
for the full year 2005 is essentially unchangede Tompany continues to forecast public financemaedor 2005 increasing in the low teens
percent range compared with 2004. Moody'’s alsoinaas to forecast good growth in the U.S. resehudiness.

Outside the U.S. the Company now expects tirawratings and research revenue in the twentygme range, with double-digit percent
growth in all major business lines and regionsisésd by favorable foreign currency impacts. Moadyrojection assumes continued strength
in the corporate investment grade business and igsadnce growth in the European financial ingthg sector and several sectors of
structured finance in Europe, including commeraiad residential mortgage-backed issuance. In addithe Company expects continued
strong growth in international research revenue.

Finally, Moody’s continues to expect globavenue at Moody’s KMV to rise in the high singldda double-digit percent range,
reflecting growth in both credit risk assessmefssuption products and credit processing softvpoglucts.

For Moody’s overall, the Company expects nesegrowth in the 15%-18% range for the full ye@®@%2, including the positive impact of
currency translation. Moody’s expects the operathaggin after the impact of expensing stock-basedpensation to be lower by up to
150 basis points in 2005 compared with 2004. Tidsliporates a modestly upgraded revenue outlofdetdfy investments the Company is
continuing to make to expand geographically, impranalytic processes, pursue ratings transparentg@npliance initiatives, introduce
new products, and improve technology infrastructure

For 2005 Moody’s expects that year-over-ygaivth in diluted earnings per share will be in #286-26% range. This expected growth
includes the impacts of reserve adjustments relatéefjacy tax matters and the expensing of staseth compensation in both 2005 and
2004. The impact of expensing stock-based compiensatexpected to be in the range of $0.11-$0drdduted share in 2005, compared to
$0.06 per diluted share in 2004. The estimated 20@&nse does not reflect the effects of adopttageBient of Financial Accounting
Standards No. 123R, “Share-Based Payment”, whichdys will implement effective as of January 1, 808dditionally, this outlook does
not reflect any potential impacts of the resultshef evaluation of the indefinite life classificatiof the MKMV trade secrets.

Recently Issued Accounting Standards

In May 2004, the FASB issued FASB Staff Hori(*FSP”) No. FAS 106-2, “Accounting and DisclaslRequirements Related to the
Medicare Prescription Drug, Improvement and Modeatibn Act of 2003” (the “Act”). The Act providesew government subsidies for
companies that provide prescription drug
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benefits to retirees. Moody’s has incorporatedetfiects of the Act into the measurement of plartssand obligations as of December 31,
2004. In January 2005, the Centers for MedicareMdicaid Services published final regulations iempénting major provisions of the Act
resulting in a $0.8 million reduction to the Comparaccumulated post-retirement benefit obligatibhe adoption of FSP 10&and the fina
regulations had no significant effects on the Comyfsnet periodic post-retirement expense for time months ended September 30, 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 impacthaf tepatriation provisions of the American Jobsafioa Act of 2004 (the “Jobs Act”). The
Jobs Act provides for a special one-time tax dadnaelating to a portion of certain foreign eagsrthat are repatriated in 2004 or 2005.
Subsequent to September 30, 2005, the approppate\als were obtained to repatriate up to $65onilunder the Jobs Act resulting in a
reduction of tax expense in 2005 of up to $4 millio

In December 2004, the FASB issued SFAS N8.(Revised 2004) “Share-Based Payment” (“SFAS N8RI'). Under this
pronouncement, companies are required to recorgensation expense for all share-based payment dreashctions granted to employees,
based on the fair value of the equity instrumenhattime of grant. This includes shares issueduathployee stock purchase plans, stock
options, restricted stock and stock appreciatights. SFAS No. 123R eliminates the ability to actdar share-based compensation
transactions using APB Opinion No. 25, “Accountfog Stock Issued to Employees”, which had beennadbin SFAS No. 123 as originally
issued. In March 2005, the SEC issued Staff AcdogrBulletin No. 107 (“SAB 107”). SAB 107 expressgsws of the SEC staff regarding
the interaction between this statement and ceBBi@ rules. In April 2005, the SEC allowed publienganies to delay the implementation of
SFAS No. 123R until the first annual period begmgnafter June 15, 2005. The Company plans to imgheriis standard effective Januan
2006. Because the Company adopted the fair valdleadgrovisions of SFAS No. 123 prospectively bagig on January 1, 2003, it does
not believe that the impact of adoption of SFAS M23R will be material to its condensed consolida&sults of operations or financial
position. However, Moody’s currently anticipateattits 2006 stock compensation expense will bedrigitan its 2005 expense, in part
because the Company has been phasing in the ergarfsaannual stock award grants commencing in 20@3 the current four-year stock
plan vesting period. SFAS No. 123R also requiresbénefits of tax deductions in excess of recoghizenpensation expense to be reported
as a financing cash flow, rather than as an opeyatish flow. This requirement will reduce net atieg cash flows and increase net
financing cash flows in periods after adoption.al@hange in cash and cash equivalents will rerthegrsame.

In May 2005, the FASB issued SFAS No. 154¢c¢dunting Changes and Error Corrections” (“SFAS Ns®t") which replaces Accountir
Principles Board Opinion No. 20 “Accounting Charigaisd SFAS No. 3, “Reporting Accounting Changefiterim Financial Statements —
An Amendment of APB Opinion No. 28”. SFAS No. 154yides guidance on the accounting for and repguinaccounting changes and
error corrections. It establishes retrospectivdieation, or the latest practicable date, as tlyired method for reporting a change in
accounting principle and the reporting of a coiimecbf an error. SFAS No. 154 is effective for amsting changes and corrections of errors
made in fiscal years beginning after December 0852and, accordingly, is required to be adoptethbyCompany on January 1, 2006. The
Company does not expect that the adoption of SFASIE4 will have a material impact on its consdkdhiresults of operations and financial
position.

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 Companyifitisand contingencies in connection with thessters based upon the latest
information available. For those matters whers liath probable that a liability has been incuared the amount of loss
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can be reasonably estimated, the Company has estoederves in the condensed consolidated finasteiE@ments and periodically adjusts
these reserves as appropriate. In other instabeeayuse of the uncertainties related to both tblgirle outcome and/or the amount or range
of loss, management does not record a liabilitydistloses the contingency if significant. As aiddial information becomes available, the
Company adjusts its assessments and estimatestofiahilities accordingly.

As a result of a recently completed tax abgifapanese taxing authorities, operating, seljegeral and administrative expenses for the
nine months ended September 30, 2005 includedrgelod $9.4 million for the settlement of sales taatters related to Moody’s operations
in Japan from 2000 through June 30, 2005.

Based on its review of the latest informatimailable, in the opinion of management, the wteriability 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.

On May 11, 2005, Moody’s received a subpdemra the New York Attorney General’s Office seekithgcuments and other information
regarding (i) securities offerings Moody'’s ratedsought to rate that were backed by jumbo mortg&ges prime borrowers and (i) credit
enhancement evaluations, during the period of 30n€000 through June 30, 2003. The subpoena edde slocuments and other informa
regarding Moody’s credit policies and procedureseiJanuary 1, 1999.

On July 13, 2005, Moody’s received a subpdema the New York Attorney General's Office seakidocuments and other information
regarding (i) Moody'’s ratings of the financial stgth and subordinated debt of reinsurance companiggii) Moody’s policies and practices
for rating the financial strength and subordinatedt of reinsurance companies, including ratings were unsolicited or in which the issuer
did not participate in the rating process, durimg period since January 1, 1997.

Moody'’s is currently responding to these exja and intends to continue cooperating with tee Mork Attorney General’s Office
inquiries. Moody’s cannot predict the outcome asth inquiries or any effect they may have on Mosdiylancial position, results of
operations, or cash flows.

Legacy Contingencie

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{ACNielsen”), AC Nielsen (US),
Inc. (“ACN (US)"), and Nielsen Media Research, If®NMR”) (collectively, the “VNU Parties”), have aamed exclusive joint and several
liability for any judgment or settlement of thistdrust lawsuit. As a result of the indemnity olaltgon, 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 innection 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 noticapgeal to the Court of Appeals for the Secondultir©ral argument on the appeal before
the Court of Appeals for the Second Circuit occdima October 18, 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 knowrhasDun & Bradstreet Corporation (now known as Rbdnnelley), A.C. Nielsen
Company (a subsidiary of ACNielsen) and I.M.S. in&ional, Inc. (a subsidiary of the company theown as Cognizant). At the time of t
filing of
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the complaint, each of the other defendants wabsidiary of the company then known as The Dun &dtreet Corporation.

The amended complaint alleges various viofatiof 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 baised 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 tying/bundling séres in the markets in which defendants allegédlg monopoly power with services in
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 trackingicees 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 $5Bion and $652 million from the defendants’eged practices. IRI also sought
punitive damages in an unspecified amount.

On June 21, 2004, pursuant to a stipulateteen 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 gdesecludes 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 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 CouerentIRI's notice of appeal to the Court
of Appeals for the Second Circuit. Oral argumentlmappeal before the Court of Appeals for theo8écCircuit occurred on October 18,
2005.

In connection with the 1996 Distribution, NMfRen known as Cognizant Corporation), ACNielsed R.H. Donnelley Corporation
(“Donnelley”) (then known as The Dun & Bradstreetr@oration) entered into an Indemnity and Jointddee Agreement (the “Original
Indemnity and Joint Defense Agreement”), pursuanthich 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, OI&IB assumed all potential liabilities of Donnellayising from the IRI action and agreed to
indemnify Donnelley in connection with such potahtiabilities. Under the terms of the 2000 Distriion, New D&B undertook to be jointly
and severally liable with Moody’s for Old D&B’s aghtions to Donnelley under the 1998 Distributimmtjuding for any liabilities arising
under the
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Original Indemnity and Joint Defense Agreement arising from the IRI action itself. However, aswweén New D&B and Moody’s, it was
agreed that under the 2000 Distribution, each aff B&B and Moody’s will be responsible for 50% ofyapayments required to be made to
or on behalf of Donnelley with respect to the IRlian under the terms of the 1998 Distribution Juiding legal fees or expenses related to the
IRI action.

On July 30, 2004, the VNU Parties, Donnellgpody’s, New D&B and IMS Health Incorporated (sessor to I.M.S. International)
(“IMS Health”) entered into an Amended and Restatelmnity and Joint Defense Agreement (the “Amehiadelemnity and Joint Defense
Agreement”).

Pursuant to the Amended Indemnity and Joafebse 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 thdMParties. 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 AGHIgs 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@iefense Agreement provides that if it becomes rezagdo 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, Donnellegoi¥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 Indemnitgaoint Defense Agreement includes certain amentine 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, ACNielsend 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 dueopbditioned on, and subordinated to, the paymedterformance of the obligations
such parties under the Amended Indemnity and Iéfénse Agreement. VNU N.V. has agreed to havipgaess agent in New York to
receive on its behalf service of any process cariegrthe Amended Indemnity and Joint Defense Agesgm

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 contractiagiioreships, the failure of the VNU Parties to filitheir 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 ind&img parties may have made, including the allanadidescribed 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 Agreensatth of Moody’s and New D&B will be responsible fbe payment of 50% of the
portion of any judgment or settlement ultimatelydplay Donnelley (which is a defendant in the IRfi@a), 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 Parti
or the other defendants at the time of any sucbomoé and hence the
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Company cannot estimate their ability to pay pos&hRI Liabilities pursuant to the Amended Indertyréind Joint Defense Agreement or the
amount of the judgment or settlement in the IRicectHowever, provided that the VNU Parties fulfileir obligations under the Amended
Indemnity and Joint Defense Agreement, the Comjmetigves that the resolution of this matter, ireedjfve of the outcome of the IRI action,
should not materially affect Moody'’s financial pasi, results of operations and cash flows. Acawgt)i, no amount in respect of this matter
has been accrued in the Company’s condensed cdataalifinancial statements. If, however, IRl wereitevail in whole or in part in this
action and if Moody'’s is required to pay, notwitistling such contractual obligations, a portionrof significant 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 intbaltax planning initiatives in the normal courddosiness, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaealkew by tax authorities.

Pursuant to a series of agreements, as betivemselves, IMS Health and NMR are jointly andesally liable to pay one-half, and New
D&B and Moodys are jointly and severally liable to pay the othalf, of any payments for taxes, penalties andusctinterest resulting fro
unfavorable IRS rulings on certain tax mattersescdbed in such agreements (excluding the magtseribed below as “Amortization
Expense Deductions” for which New D&B and Moodyte aolely responsible) and certain other potetaialiabilities, also as described in
such agreements, after New D&B and/or Moody'’s ghgsfirst $137 million, which amount was paid imoection with the matter described
below as “Utilization of Capital 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 theaspective business operations.

Without limiting the generality of the foregg, 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 ee$fpo a partnership transaction
entered into in 1993. In this Examination Repdrg RS stated its intention to disallow certainaiby expense deductions claimed by Old
D&B on its tax returns for the years 1993 throu@®9@. (the “Royalty Report”). In the first quarter 2004, New D&B received a similar
Examination Report (the “Second Royalty Reporttatiag to the first quarter of 1997.

During the second quarter of 2003, New D&8Boaleceived an Examination Report that had beeedsby 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 tlaatbeen reported in the partnership tax returi 966 (the “Reallocation Report”).
New D&B also received a similar Examination Reftine “Second Reallocation Report”) issued to the pasimigrwith 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 QddBDelated to 1995 and 1996 (the
“Preliminary Settlement”). The Preliminary Settlam&as subject to the execution of a formal settlenagreement. 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 has filed a protest
with the IRS Appeals Office. If the protest is uosessful New D&B can either: (1) abandon its tdumd claims; or (2) challenge the IRS
claim in
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U.S. District Court or the U.S. Court of Federahi@is. Moody’s estimates that its exposure for thigevoff of receivables related to these tax
refund claims could be up to $9 million.

As of June 30, 2004, Moody’s had adjustedeserves for the Royalty Expense Deductions mait®42 million to reflect the Company’s
estimates of probable exposure for the Prelimifsattlement and the other matters discussed inrteeegding paragraph. In accordance with
the 1996 Distribution Agreement, New D&B was regdito obtain the consent of Moody'’s, IMS Health &iMR as a condition to executing
the formal settlement agreement. However, New D& wnable to obtain consent from IMS Health and NriR accordingly, New D&B
and the IRS were unable to agree on the termdarhzal settlement agreement by the November 1, 21@@4iline imposed by the IRS. As a
result, the IRS withdrew the Preliminary Settlemamti Moody’s had increased its reserves for thigenhy approximately $18 million in the
third quarter of 2004 to reflect its updated est@saf probable exposure.

As a result of continuing its dialogue wiltetIRS to settle the Royalty Report and the Reatlon Report matters, New D&B agreed to a
basis for settlement on essentially the same tasmeached in the 2004 mediation. New D&B, Moodi&S Health and NMR executed a
closing agreement with the IRS reflecting thesm#ein the third quarter of 2005 and accordinglg, @ompany reduced its reserve for this
matter by $11.5 million.

After executing the closing agreement, IMSlteand NMR disagreed with New D&B’s calculatioheach party’s share of the tax
liability set forth in the agreement. As a resilew D&B and Moody’s each increased its share ofassessment by $7.3 million to
$35.5 million and Moody’s paid approximately $34lran of this amount in October of 2005. New D&Btmipates commencing arbitration
proceedings against IMS Health and NMR to colleetincremental amounts New D&B and Moody’s weragattéd to pay to the IRS on
their behalf. Based upon the current understandirige positions which New D&B and IMS Health maké, the Company believes it is
likely that New D&B should prevail, but Moody’s cawt predict with certainty the outcome.

In addition, the Second Royalty Report arel$econd Reallocation Report, which were not fahi@closing agreement with the IRS,
have not been resolved. Moody’s estimates thahise of the potential required payment to theftR$his matter is $0.1 million (including
penalties and interest, and net of tax benefits).

Moody’s estimates that its remaining sharthefpotential liability for the Royalty Expenseddetions matter could be up to $15 million
after payment pursuant to the closing agreementiwtaikes into consideration: (1) state income itgbillty connected with the terms of the
federal closing agreement and (2) the potentialeaaff of receivables (for which the Company’s espi® could be up to $9 million as
discussed above).

Amortization Expense Deductio

In April 2004, New D&B received Examinatioreports (the “April Examination Reports”) from theS3 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 2mithe 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 suchllelnge. 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 as noted below, in which case New D¥®ild also have the aforementior
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&B58% share. In addition, should New D&B discontirlegming the amortization
deductions on
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future tax returns, Moody’s would be required tpag to New D&B an amount equal to the discountddevaf its 50% share of the related
future tax benefits. New D&B had paid the discodnialue of 50% of the future tax benefits from tinéasaction in cash to Moody’s at the
Distribution Date. Moody’s estimates that the Comps current potential exposure could be up to #88on (including penalties and
interest, and net of tax benefits). This exposorddincrease by approximately $3 million to $6liail per year, depending on actions that
the IRS may take and on whether New D&B contindasning the amortization deductions on its tax resu

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 tréngrship 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 positiaken by the IRS and can take any of the threesegwf action described in the first
paragraph of this “Amortization Expense Deductiossttion. 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 I&®SHe potential disallowance of royalty
expense deductions could be up to $133 millionloiag penalties and interest, and net of tax b&s)eMoody’s also could be obligated for
future interest payments on its share of suchlitgbi

New D&B had filed protests with the IRS Apjse@ffice regarding the April Examination Repolits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatidneofbr further development of the issues. New Di8d® reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice obposed Adjustment (“Notice”) from the IRS for th899-2002 tax years which
(1) disallows amortization expense deductions alied from the partnership to Old D&B on its 1999 2000 tax returns and to New D&B
on its 2000, 2001 and 2002 tax returns and (2)Idiga certain royalty expense deductions claimediy D&B on its 1999 and 2000 tax
returns and by New D&B on its 2000, 2001 and 2@062returns. On August 4, 2005 New D&B received aarfination Report from the IRS
disallowing certain royalty expense deductionsneksd by Old D&B on its 1999 and 2000 tax returns bypdew D&B on its 2000, 2001 and
2002 tax returns consistent with the Notice andddition assessing a twenty percent penalty. Ctiyrehe Company does not expect that the
Notice or the Examination Report will have a matkirnpact on the legacy tax reserves and the gatdature outlays related to legacy t
matters that are discussed below in “Summary of dWExposure to Three Legacy Tax Matters”.

Moody’s believes that the IRS’ proposed amsesmts of tax against Old D&B and the proposedaeations 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 thé itnlikely that the IRS will prevail on both.

Utilization of Capital Losse

The IRS has completed its review of the zatiion of certain capital losses generated by G Buring 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 approximatel#$3 million of this amount on May 12, 2000; 50%sath payment was allocated to
Moody’s and had previously been accrued by the GompIMS 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.
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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 thedurarter of 2005, and is awaiting
receipt of the third and final assessment. Mooggisl its allocated share of the first two assesssnamsisting of cash payments of
$12.8 million ($8.1 million net of expected tax leéits) and the utilization of a tax receivable ppeoximately $9 million. Moodys remaining
liability at September 30, 2005 was approximatély3$million. The amounts paid by Moody'’s includésishare of approximately $4 million
that Moody’s and New D&B believe should have beait by IMS Health and NMR, but were not paid bynthdue to their disagreement
with various aspects of New D&B’s calculation oéthrespective shares of the payments. If New D&isfto resolve this dispute with IMS
Health and NMR, Moody’s understands that New D&B@pates commencing arbitration proceedings agalmesn. Moody’s believes that
New D&B should prevail in its position, but the Cpamy cannot predict with certainty the outcomehkafirst quarter of 2005, Moo’s had
increased its reserves by $2.7 million due to disagreement.

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

The Company considers from time to time #rege and probability of potential outcomes relatethe 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 artitams and evaluates its estimates and judgmengmngoing basis.

For the nine months ended September 30, 2005;ompany recorded an $8.8 million net revestaéserves of which $2.7 million
related to an increase for the Utilization of Cabitosses matter and $11.5 million related to thesrsal for the Royalty Expense Deduction
described above. For the first nine months of 26885 Company has recorded $4.5 million of inteeagtense related to its legacy tax rese
At September 30, 2005, Moodytotal net legacy tax reserves were $123 milleangisting of $132 million of tax liabilities, pally offset by
the expected utilization of $9 million of tax reeables). The $123 million of expected cash paymeatsists of $35 million of current
liabilities (reflecting the estimated cash paymestated to the Royalty Expense Deductions andzdtibn of Capital Losses matters that are
expected to be made over the next twelve montta 88 million of non-current liabilities.

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 nedt®o Moody'’s future reported results, finangmalsition and cash flows. Although Moody’
does not believe it is likely that the Company witimately be required to pay the full amountssamly being sought by the IRS, potential
future outlays resulting from these matters codab much as $276 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 pag share of related duplicative
assessments. However, Moody'’s believes that uléilpdtis unlikely that the IRS would retain suchpdicative payments.

Regulation

In the United States, Moody’s Investors Sex\ias been designated as a Nationally Recogntagidti8al Rating Organization
(“NRSRO”) by the U.S. Securities and Exchange Cossion (“SEC”). The SEC first applied the NRSRO dration in 1975 to companies
whose credit ratings could be used by broker-dsdterpurposes of determining their net capitaliiexments. Since that time, Congress
(including in certain mortgage-related legislatiahe SEC (including in certain of its regulatiamgler the Securities Act of 1933, as
amended, the Securities Exchange Act of 1934, anded and the Investment Company Act of 1940, andet) and other governmental
and private bodies have used the ratings of NRSB@istinguish between, among other things, “invesit grade” and “non-investment
grade” securities. Moody’s Investors Service alsluntarily registers with the SEC as a NRSRO urtdernvestment Advisers Act of 1940,
as amended.

Over the past several years, U.S. reguland/congressional authorities have questioneduiteghdity of continuing to use ratings in
federal securities laws and, if such use is coetinthe potential need for
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altering the regulatory framework under which rgtagencies operate. Following is a summary of s@oent developments in the U.S.

In February 2005, Moody’s participated ineahing held by the United States Senate Committe®amking, Housing and Urban Affairs
(the “Banking Committee”) on Examining the RoleGredit Rating Agencies in the Capital Markets. Rriynareas of inquiry by senators on
the Banking Committee included: (i) potential caifl of interest affecting credit rating agenciad Aow those conflicts can be avoided or
properly managed; and (ii) the degree of compaetitiothe credit ratings industry and how compettitinight be increased. Moody’s written
statement submitted to the Committee can be fonrtth@Regulatory Affairpage of the Company’s website at www.moodys.com.

In March 2005, the SEC disclosed that in @ering the oversight of NRSROs, it may pursue laniary compliance and oversight
framework for rating agencies that are designasedRSROs, or it could seek legislative authorityftemal compliance and oversight for
NRSROs.

In April 2005, the SEC released for publicrznent a Proposed Rule on the “Definition of NatipnRecognized Statistical Rating
Organization”. The proposed definition of the t&diRSRO is an entity that: (i) issues publicly avidiéacredit ratings that are current
assessments of the creditworthiness of obligors mispect to specific securities or money markstiments; (ii) is generally accepted in the
financial markets as an issuer of credible andiddi ratings, including ratings for a particuladustry or geographic segment, by the
predominant users of securities ratings; andyggs systematic procedures designed to ensuréleradid reliable ratings, manage potential
conflicts of interest, and prevent the misuse afpublic information, and has sufficient financiasources to ensure compliance with those
procedures. Numerous market participants, inclutiogdy’s, responded to the request for comment. djtoresponse can be found on the
Regulatory Affairspage of the Company’s website.

In addition, in June 2005 the SEC producetiriecal assistance pursuant to a congressiona¢sgqelating to statutory authority that the
SEC may need if Congress determines that it isompjate to create a comprehensive oversight refpmeredit rating agencies. Congress
also requested that market participants providie tews on the SEC'’s technical assistance. Moodgimments can be found on the
Regulatory Affairspage of the Company’s website.

In June 2005, U.S. House Representative MidRidzpatrick (R-PA) introduced H.R. 2990, thérédit Rating Agency Duopoly Relief A
of 2005”. In June the House of Representativesai@ial Services Subcommittee on Capital Marketd hdiearing on H.R. 2990, at which
several interested parties testified. The nexissiephe process have not been announced.

At present, Moody'’s is unable to assessik&ithood of any regulatory or legislative chandfest may result from ongoing reviews in the
United States, nor the nature and effect of any seigulatory changes.

Internationally, several regulatory developitséhave occurred:

I0OSCO — In December 2004, the Technical Committee ofithernational Organization of Securities Commissi¢'lOSCO”)publishec
the Code of Conduct Fundamentals for Credit Ratiggncies (the “IOSCO Code”). The IOSCO Code isgtauct of approximately two
years of collaboration among I0SCO, rating agenamesmarket participants, and incorporates pronstbat address three broad ar:

» The quality and integrity of the rating proce
* Credit rating agency independence and the avoidaihecenflicts of interest; ant
« Credit rating agency responsibilities to the inirespublic and issuer:

The IOSCO Code is not binding on credit @#gencies. It relies on voluntary compliance amolip disclosure of areas of non-
compliance by credit rating agencies so that uskcsedit ratings can better assess rating ageabg\bor and performance. Moody’s
endorsed the IOSCO Code and in June 2005 publish€bde of Professional Conduct (the “Moody’s Cogrirsuant to the IOSCO Code.
The Moody’s Code can be found on Regulatory Affairgpage of the Company’s website.
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In April 2005, IOSCO held its annual meetindpich included a panel discussion on whether taption of the IOSCO Code by rating
agencies was sufficient or whether such adoptiowishbe supplemented through regulation. John Riutitte Jr., Chief Executive Officer of
Moody’s Corporation at the time of the meeting, \@gsanelist on behalf of Moody’s. His written statnt prepared in connection with the
panel discussion can be found on Regulatory Affairpage of the Company’s website.

Committee of European Securities Regulatersin July 2004, the European Commission, as raqddsy the European Parliament,
mandated the Committee of European Securities Rtggsl(“CESR”) to conduct a review of the credttmrg agency industry and provide the
European Commission with advice by April 1, 2005lo& following four general areas:

« potential conflicts of interest within rating agés; such as between advisory services and da#ngractivities:
« transparency of rating agenc methodologies

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

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

In late 2004 CESR published, and in early®@&eived comments on, a consultation documenitahe credit ratings industry, which
addressed areas including: the competitive stracifithe industry and competition issues; registnadf credit rating agencies; potential
barriers to entry; potential rules of conduct tog tndustry; and regulatory options to addressetlagsas. Moody’s comments can be found on
the Regulatory Affairgpage of the Company’s website. In addition, CESH ha open hearing on these topics, in which Mosgbarticipatec
CESR followed these activities with its technicdViae to the European Commission in March 200%vhich it offered the European
Commission two possible regulatory alternatives:

* The European Commission could take a “wait and apetoach, whereby rating agencies that operateeikturopean Market would be
given an opportunity to implement the IOSCO Code maport on their implementation periodically te tmarket; o

* The European Commission could take a “light tousgulation approach, whereby it would essentialyulate into legislation the
IOSCO Code

In its discussion, CESR further noted thatrigjority of market participants who commentedriyiCESR’s consultation process, as well
as the majority of European regulatory authorithese indicated a preference for the “wait and sgggroach. The European Commission is
expected to publish and forward to the Europeafiddaent in late 2005 its suggested regulatory apghdor rating agencies. At present,
Moody’s cannot predict whether voluntary standavdkprevail, or whether regulation or legislatianill be enacted in the European Union
(the “EU").

European Union Market Abuse Directive- Implementation guidelines proposed by CESR uttieiEuropean Commission’s Market
Abuse Directive are, absent exemption, applicabkltparticipants in the European capital markétedit rating agencies are excluded from
control under the guidelines. However, dependingherform in which the implementation guidelines altimately adopted by national
regulators or lawmakers, such guidelines coulduithelcontrols over credit rating agencies in somechiihtries. If so, the guidelines could,
among other things, alter rating agencies’ commatigos with issuers as part of the rating assignmpestess and increase Moody's cost of
doing business in Europe and the legal risk astmtiaith such business.

The Basel Committee— In June 2004, the Basel Committee on BankingeBagion published its new capital adequacy franméwo
(“Basel II") to replace its initial 1988 frameworkinder Basel Il, ratings assigned by recognizeditrating agencies (called External Credit
Assessment Institutions) would be an alternativalalile to banks to determine the credit risk wesghr many of their institutional credit
exposures. Such recognized rating agencies cowdlgect to a broader range of oversight. It iscipdted that Basel Il will be implemented
by national regulatory authorities by January 200% European
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Commission has created the Committee of EuropeakiBg Supervisors (“CEBS”), comprised of Europeanking regulators, to advise it
on banking policy issues including the implemewtaif Basel Il in Europe. In June 2005, CEBS ptigidsfor comment its proposed
“Guidelines for a common approach to the recognitibExternal Credit Assessment Institutions” wittthe European Union. Moody’s
comments can be found on tRegulatory Affairpage of the Company’s website.

At this time Moody’s cannot predict the lotegm impact of Basel Il on the manner in which @e@mpany conducts its business. Howe
Moody’s does not currently believe that Basel Ill wiaterially affect its financial position or rdsiof operations.

Finally, Moody’s is subject to regulationdartain non-U.S. jurisdictions in which it operat8sme regulatory actions outside the United
States are noted below:

France — As a consequence of the 2003 French Securitigs lLoi de Sécurité Financiérerating agencies operating in France are
subject to a document retention obligation. Morepthe newly formed French regulatory authoritiAutorité des Marchés Financiers
(“AMF"), is required to publish an annual report thre role of rating agencies, their business etltiiestransparency of their methods, and the
impact of their activity on issuers and the finahoharkets. Moodys submits responses to questions posed by the AMEdordance with tr
mandate. The AMF released its first report on #iag agency industry in January 2005. It concluithed while there was no evidence of
wrong-doing or inappropriate behavior in the indyssome sort of regulatory framework at the Eusspkevel may be suitable. For that, the
AMF deferred to the CESR process.

Italy — In April 2005, the Italian Parliament passed ¢ Law 2004, which is Italy’s implementing legistm for the EU Market Abuse
Directive. The legislation makes the Market AbuseeEtive applicable to rating agencies in the #alimarket. It requires: (1) the Italian
securities regulatoCommissione Nazionale per la Societa e la B§f€®NSOB”), to recognize and register rating agenadn the Italian
market; (2) recognized rating agencies to adoptimptement the IOSCO Code; and (3) issuers of bamdise Italian market to obtain ratings
from recognized rating agencies. The legislatiauies that CONSOB provide the appropriate regeyadtmmework. However, the Italian
Senate attached a resolution to the legislgti@ndine del Giornoyecommending that the Italian government:

< adopt a contrary position and interpret the legimtato acknowledge the special and different tremit of rating agencies within Italian
regulations for disclosure obligations that willibgplemented by CONSOB; al

« consider the possibility of recognizing the :regulation and control procedures for rating ageseiready developed in Euro

In May 2005, CONSOB published for commentribgulatory framework as required by the implemiorestatute for the Market Abuse
Directive. CONSOB took note of ti@rdine del Giorng and proposed endorsing and adopting the IOSC@ @b&onduct’s self-regulatory
approach vis-a-vis rating agencies. Moody’s commentCONSOB's proposal can be found onRlegulatory Affairpage of the Company’
website.

At present, Moody’s is not able to assedwxeeithe likelihood of any regulatory changes thaymesult in Italy or the nature and effect of
any such regulatory changes.

Other legislation and regulation relatingtedit rating and research services has been @mesidrom time to time by local, national and
multinational bodies and is likely to be consideirethe future. In certain countries, governmengs/ mprovide financial or other support to
locally-based rating agencies. In addition, govexnta 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
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be enacted, the outcome of any pending or poskihlee legal proceedings, or the ultimate impacamf such matters on the competitive
position, financial position or results of operatoof Moody’s.

Forward-Looking Statements

Certain statements contained in this quarteyport on Form 10-Q are forward-looking stateraeamtd are based on future expectations,
plans and prospects for the Company’s busines®paiations 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. Thosgeshents 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 &w®bults of Operations”, commencing at page 26isfgbarterly report on Form 1Q; and
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “inteiyd'plan”, “will”, “predict”, “potential”,
“continue”, “strategy”, “aspire”, “target”, “fore”, “project”, “estimate”, “should”, “could”, “ma¥yand similar expressions or words and
variations thereof relating to the Company’s viemsfuture events, trends and contingencies. Weaaraybu not to place undue reliance on
these forward-looking statements. The forward-loglstatements and other information are made #weafate of this quarterly report on
Form 10-Q, and the Company undertakes no obligdtiondoes it intend) to publicly supplement, ugdait revise such statements on a
going-forward basis, whether as a result of subsegdevelopments, changed expectations or otherlmigmnnection with the “safe harbor”
provisions of the Private Securities Litigation Bxef Act of 1995, the Company is identifying exanspbé factors, risks and uncertainties that
could cause actual results to differ, perhaps ralgrfrom those indicated by these forward-loakistatements. Those factors, risks and
uncertainties include, but are not limited to, asin the volume of debt and other securitieseidsn domestic and/or global capital mark
changes in interest rates and other volatilityhim financial markets; market perceptions of thétyitind integrity of independent agency
ratings; possible loss of market share through @itign; introduction of competing products or teologies by other companies; pricing
pressures from competitors and/or customers; thengal emergence of government-sponsored cretiliigragencies; proposed U.S., foreign,
state and local legislation and regulations, inicigdhose relating to Nationally Recognized Stat#dtRating Organizations; possible judicial
decisions in various jurisdictions regarding thetsd of and potential liabilities of rating agerscithe possible loss of key employees to
investment or commercial banks or elsewhere arade@lcompensation cost pressures; the outcomeyataiew by controlling tax
authorities of the Company’s global tax planninigatives; the outcome of those tax and legal caggncies that relate to Old D&B, its
predecessors and their affiliated companies fockvttie Company has assumed portions of the finlragponsibility; the outcome of other
legal actions to which the Company, from time todj may be named as a party; the ability of the m to successfully integrate the K
and MRMS businesses; a decline in the demand églitarisk management tools by financial institusoimhese factors, risks and uncertair
as well as other risks and uncertainties that coaldse Moody’s actual results to differ materiélym those contemplated, expressed,
projected, anticipated or implied in the forward#ing statements are described in greater det#leartCompany’s annual report on Form 10-
K and in other filings made by the Company fromdita time with the Securities and Exchange Comimiser in materials incorporated
herein or therein. You should be aware that theiweace of any of these factors, risks and unceiés may cause the Company'’s actual
results to differ materially from those contempthtexpressed, projected, anticipated or implietthénforward-looking statements, which
could have a material and adverse effect on thepg2ogis business, results of operations and finacoiadition. New factors may emerge
from time to time, and it is not possible for thempany to predict new factors, nor can the Compesgss the potential effect of any new
factors on it.

ltem 3.  Quantitative and Qualitative Disclosures about Marlet Risk

There was no material change in the Compagxp®sure to market risk from December 31, 2008&ptember 30, 2005. For a discussion
of the Company’s exposure to market risk, refdtam 7A,
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“Quantitative and Quialitative Disclosures about kédRisk”, contained in the Company’s annual reporEorm 10-K for the year ended
December 31, 2004.

ltem 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 theipipation of the Company’s
management, including the Company’s Chief Execufifficer and Chief Financial Officer, of the effagness of the design and operation of
the Company’s disclosure controls and procedured tiee end of the period covered by this repdnt (tEvaluation Date”). Based on such
evaluation, such officers have concluded thatfakeoEvaluation Date, the Company’s disclosureris 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, the Company’s management, inicigdhe Company’s Chief Executive Officer and Chi@fancial Officer, has determined
that there were no changes in the Company’s inteorarol over financial reporting that have maadyi affected, or are reasonably likely to
materially affect, these internal controls oveafigial reporting during the period covered by thjgort.

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 lafesmation available. For those matters wheie lioth probable that a liability has been
incurred and the probable amount of loss can soredbly 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 outcanteamount or range of loss, management is unaloiake a reasonable estimate of a
liability, if any. As additional information becorm@available, the Company adjusts its assessmedtssiimates of such liabilities according

The discussion of the legal matters undet IP&em 2. “Management’s Discussion and Analysiginancial Condition and Results of
Operations — Contingencies”, commencing at pagef3bis quarterly report on Form 10-Q, is incorgethinto this Item 1 by reference.

Based on its review of the latest informatimailable, in the opinion of management, the wtiriability of the Company in connection
with the pending legal and tax proceedings, clamd litigation described above will not have a matadverse effect on Moody’s financial
position, results of operations or cash flows, eabjo the contingencies described in Part I, [BeffManagement’s Discussion and Analysis
of Financial Condition and Results of OperationgGentingencies”.
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Iltem 2.  Unregistered Sales of Equity Securities andse of Proceeds

MOODY’S PURCHASES OF EQUITY SECURITIES

Total Number of Shares Approximate Dollar Value of
Purchased as Part o Shares That May yet be
Total Number of Average Price Publicly Announced Purchased Under the

Period Shares Purchasec Paid per Share Program Program(1)

July 1-31 272(2) $ — — 3 528,389,69
August -31 2,681,100 $ 47.550¢ 2,681,101 400,901,66
September-30 3,625,000 $ 50.067! 3,625,00! 219,406,96
Total 6,306,37. 6,306,10!

(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. On
October 25, 2005, the Board of Directors authoreddditional $1 billion share repurchase progréinere is no established expiration
date for this authorizatiol

(2) Represents the surrender to the Company of 272sladuly of common stock to satisfy tax withhofglobligations in connection wi
the vesting of restricted stock issued to employ

During the third quarter of 2005, Moody’s ueghased 6.3 million shares and issued 0.9 miBiweres of stock under employee stock
compensation plans at a total cost of $309 millBince becoming a public company in October 20@Dthrough September 30, 2005,
Moody’s has repurchased 59.8 million shares ata tost of $1.4 billion, including 30.5 million afes to offset issuances under employee
stock plans. At quarter-end, Moody’s had $219 wnillof share repurchase authority remaining undectirent $600 million program.
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ltem 6. Exhibits

Exhibits
Exhibit No
3
4
31
32

* Filed herewith

1*
2*

1*

2*

Description
ARTICLES OF INCORPORATION AND B-LAWS
Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lne
1998, as amended effective October 1, 2000, afgrter amended effective April 26, 2005
(incorporated by reference to Exhibit 3.1 to thep&eon Form 8-K of the Registrant, file number 1-
14037, filed October 4, 2000, and Exhibit 3.1 te Report on Form 8-K of the Registrant, file number
14037, filed April 27, 2005
Amended and Restated By-laws of the Registranb(puarated by reference to Exhibit 3.2 of the
Registrar’'s Registration Statement on Form 10, file numl-14037, filed June 18, 199¢
INSTRUMENTS DEFINING THE RIGHTS OF SECURITY HOLDERSNCLUDING INDENTURES
Note Purchase Agreement, dated September 30, B@@Hmd among Moocs Corporation and the
Note Purchasers party thereto, including the fofithe 4.98% Series 20-1 Senior Unsecured Note due
2015 (incorporated by reference to Exhibit 4.1ht® Report on Form 8-K of the Registrant, file numbe
1-14037, filed October 5, 200¢
CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBES-OXLEY ACT OF 2002
Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 2002
Chief Financial Officer Certification Pursuant teciion 302 of the Sarbar-Oxley Act of 2002
CERTIFICATIONS PURSUANT TO SECTION 906 OF THE SARBES-OXLEY ACT OF 2002
Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. (The Company has furnished tegification and does not intend for it to be
considered filed under the Securities Exchangeofd934 or incorporated by reference into future
filings under the Securities Act of 1933 or the @ées Exchange Act of 1934
Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. (The Company has furnished tedification and does not intend for it to be
considered filed under the Securities ExchangeofAd&934 or incorporated by reference into future
filings under the Securities Act of 1933 or the Bées Exchange Act of 1934
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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.

MOODY’S CORPORATION

By: /s/ LINDA S. HUBER

Linda S. Hube

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

Date: November 1, 2005

By: /s/ JOSEPH MCCABI

Joseph McCab
Vice President and Corporate Controll
(principal accounting officer

Date: November 1, 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 amr 10-Q of Moody’s Corporation;

2. Based on my knowledge, this report dogés<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 overficial 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 officamd | have disclosed, based on our most recenti@vah 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 matésaaknesses in the design or operation of intezoatrol 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, thratolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, J
Chairman and Chief Executive Offic

November 1, 200
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EXHIBIT 31.2

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

I, Linda S. Huber, Executive Vice President andeCRinancial Officer of Moody’s Corporation, cetithat:
1. I have reviewed this quarterly report amr 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 overficial 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 officamd | have disclosed, based on our most recenti@vah 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 matésaaknesses in the design or operation of intezoatrol 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, thratolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi

November 1, 200
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EXHIBIT 32.1

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

In connection with the Quarterly Report of ddig’s Corporation (the “Company”) on Form 10-Q fbe period ended September 30, 2005
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, RaymondM¢Daniel, Jr., Chief Executive
Officer of the Company, certify, pursuant to 18 €S8 1350, as adopted pursuant to Section 906eoSarbanes-Oxley 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, thafioial condition and results of operations of
the Company

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, J
Chairman and Chief Executive Offic

November 1, 200
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EXHIBIT 32.2

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

In connection with the Quarterly Report of ddig’s Corporation (the “Company”) on Form 10-Q fbe period ended September 30, 2005
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Linda Shdy Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135QGdrspted 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 Securkieshange Act of 1934; and

(2) the information contained in the Repaitly presents, in all material respects, the foahhcondition and results of operations of the
Company.

/s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi

November 1, 200
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